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to the manufacture of bank checks has 
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First Small Loan Department 


Strs: Permit me to correct the follow- 
ing statement in the September issue of 
Burroughs Clearing House: “that the 
National City Bank of New York was the 
first bank to establish a small loan de- 
partment.” 

The National City bank was not the 
first bank to establish a small loan depart- 
ment. It was the Hudson County National 
Bank which established the first personal 
loan department in this country at its 
Bayonne Office on October 1, 1924. Mr. 
Roger Steffens will tell you that he per- 
sonally discussed our personal loan depart- 
ment and its operations with me in the 
early part of 1927, a few months prior to 
the announcement of the establishment of 
their small loan department. 

When we established our personal loan 
department there was very little precedent, 
if any, among banks and similar institu- 
tions. Naturally, our Board of Directors, 
comprised of conservative business men 
and industrialists, hesitated before approv- 
ing the establishment of this department, 
which, to say the least, was a radical de- 
parture from what was then an established 
practice of commercial banking. 

I do not know that it makes any differ- 
ence as to who and how the personal loan 
department was established, but, we are 
all, as you know, a little vain and jealous of 
ideas, particularly when you find that such 
ideas are adopted generally by banks 
throughout the country and the baby to 
which you have given birth has grown up. 

The Russell Sage Foundation and other 
organizations that have made and are 
making studies of small loan problems will 
corroborate these facts if necessary. In 
fact, in one of the issues of The Burroughs 
Clearing House about seven or ys years 
ago, these and other facts were clearly set 
forth and apparently were accepted without 
question. 

M. BERNHARD, Trust Officer, 

Hudson County National Bank, 
Jersey City, N. J. 
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Student Savings Trebled 


Sirs: I found the article on School 
Savings as operated in Dallas, Texas, de- 
lightfully interesting. 

We in Erasmus Hall are served by the 
Lincoln Savings Bank even to a greater 
extent than the schools of Dallas by their 
outside private savings bank. Due to the 
system installed by the Lincoln Savings 
Bank last year the balance on deposit to 
the credit of the students rose from approxi- 
mately $4,000 to almost $12,000. 

Our school savings bank will observe 
next March the twenty-first anniversary 
of its founding in 1916. 

JosepH C. Drisco.t, Director, 

Erasmus Hall Savings Bank, 
Brooklyn, N. Y. 
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Farm Holdings Remain Secure 


Strs: About half the farms on our 
“Statement of Rental Income, 1935 Crop 
Year, Of Twenty-five Iowa and Nebraska 
Farms Managed by the Farmers National 
Company,” just released, have been in the 
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same families around half a century. and 
longer. The others are about equally 
divided between more recently acquired 
investment properties and those coming 
the foreclosure route. 

Thus, this statement lends further ac- 
curate emphasis to the October Country 
Home editorial: ‘Farms that have been in 
the same family for two hundred, some- 
times for eight or nine hundred years, im- 
pressed Dr. O. E. Baker of the U. S. D. A. 
on his trip to Germany. Through wars, 
revolutions, inflations, panics and all the 
hazards of history, farm holdings almost 
alone among forms of wealth remained 
secure.” 

The significant fact is that competent 
Management produces equally effective 
results in the agricultural industry as in 
other businesses. In this day of uncer- 
tainty, 5.38 per cent net return, as the 
statement shows, holds a comfortable 
position. 

C. J. CLAASSEN, President, 

Farmers National Company, 
Omaha, Nebraska 


America’s Unknown City 


Sirs: Have you ever heard of America’s 
Unknown City? The title is neither daring 
nor misapplied as an examination of our 
booklet by that name will prove. Here isa 
story of Cambridge never before told to 
the world. 

We might ask another question: Who 
has a better right to tell this story than a 
bank which for over seventy-five years has 
been part and parcel of the development 
here described. 

This is something more than merely a 

oodwill advertising booklet, in our opin- 
ion, but if there is a story in it we know you 
will recognize it without any prompting. 

A. M. WriGurt, Treasurer, 

Harvard Trust Company, 
Cambridge, Mass. 


‘The story is recognized. The booklet first pays 
tribute to Harvard University as the city’s most valued, 
most respected resident. The world knows about 
Harvard. What the world does not know is that 
Cambridge interests have been predominantly com- 
mercial for over a omer It is the untold half of 
Cambridge history. With this the bank has been 
intimately associated. Its pride in this association is 
the reason for the booklet—The Editor. 


Income Subject to Tax 


Strs: On page 29 of your September 
issue of The Burroughs Clearing House you 
have an article, “Revenue Act of 1936.” 
The article states in part as follows: ‘““The 
income subject to tax is the net income less 
interest on obligations of the United States 
and its instrumentalities and less 85 per 
cent of amounts received as dividends from 
domestic corporations.” Kindly define the 
word “instrumentalities,”’ as to the organi- 
zations referred to in your article. Also 
advise if interest from county and munici- 
pal bonds are exempt from tax. 


Keiru A. Porter, Assistant Cashier, 
Farmers and Merchants State and 
Savings Bank, 
Montpelier, Ohio 


The Bureau of Internal Revenue has no official 
definition of instrumentality of the Government and no 
list. The acts of Congress creating the various agencies 
usually state whether or not their securities are to be 
exempt from taxes. Among such are the debentures of 
the Reconstruction Finance Corporation, Federal Home 
Loan Bank Board, Federal Farm one Corpora- 
tion, and the Federal Deposit Insurance Corporation. 
Probably without exception the obligations of any 
instrumentalities state in themselves if they are exempt. 
Interest from county and municipal bonds is exempt 








from Federal taxation. . . H.D.R., Washington. 
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Funds Conversion Y ardstick 


Sirs: Experience teaches a merchant 
the variety, quality and amount of inven- 
tory he needs on his shelves to meet the 
requirements of his customers. It teaches 
him to keep a properly balanced inventory 
to avoid getting overstocked on any item. 

His banker has the same problem. Only 
the banker’s inventory consists of cash, 
bonds, notes and mortgages. If the banker 
does not have a preconceived idea and does 
not follow any fixed program of investment, 
he cannot know if his various inventory 
items are in proper proportion or not. 
Many a banker, during the past five years, 
has discovered that his invested funds were 
not properly proportioned. A properly con- 
structed yardstick would probably have 
told him so ten years ago. 


It is unlikely that any two banks have 
the same reserve and investment require- 
ments. We have a system that is simple and 
flexible. It may be easily molded to fit 
any bank. Twenty minutes a week will 
keep it up to date. 

This plan segregates balance sheet asset 
items as follows: 


Savings Investments—Cash on hand and 
in banks, transit items, etc. (Primary 
Reserve); United States Government se- 
curities (Secondary Reserve); High grade 
bonds due in three years or less (Secondary 
Reserve); Other Bonds (General Invest- 
ment); Loans and discounts (Loans and 
Mortgages); Mortgages (Loans and Mort- 
gages). 

Commercial Investments; same divisions 
as above. 


Each section is totaled daily on our 
General Ledger and it is required that sav- 
ings investments exactly equal time de- 
= adjustment being made in savings 
cash. 


The adjoining exhibit shows a recent 
measurement. They are taken weekly on a 
ten-column pad with description. The first 
column shows respective percentages de- 
sired for each division. We find it necessary 
to change these percentages from time to 
time. At the present time, we desire a 40 
per cent liquidity (12 per cent Primary and 
28 per cent Secondary) on time deposits 
and a 50 per cent liquidity on demand de- 
posits. We have securities pledged for 
postal savings and state funds but insist 
that the amounts pledged do not exceed 
stockholders’ funds in order to keep de- 
positors’ funds free, hence the segregation 
shown. 


The primary purpose of the analysis is to 
steer clear of getting into a frozen condition. 
We will not fear that as long as our defi- 
ciencies in investment show in the last two 
divisions. Storm signals are up when the 
first two divisions show sizable and con- 
sistent red figures. 


The exhibit shows that we have about 
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$15,000 available for savings investments. 
They may be of the General Investment 
type inasmuch as savings secondary re- 
quirements are met. $12,000 can be in- 
vested in commercial General Investments, 
but a daily fluctuation easily overcomes 
this excess and action is not advisable unless 
the excess increases materially. The defi- 
ciency in our loans and mortgages is glar- 


ingly exhibited. We are constantly striv- 
ing to bring this section into line. 

Analyses are submitted at each board 
meeting, and verify the necessity for se- 
curity purchases and sales reported. 

C. W. ScHAFER, President, 


Chesaning State Bank, 
Chesaning, Michigan 





ver Cent 


PRIVARY 
Distribution TOTAL 


DESIRED ACTUAL 
12-28-30-30 Time Deposits 438, 646,89 $2,637.62 66,999. 
25-25-25-25 Demand Deposits 283,519.35 70,879.83 82,467.07 
Capital Funds 
less fixed 67,816.75 
0-100-0-0 Bonds Pleged 66,199.62 66,199.62 
3o-52-34-0 Remainder 1,617.15 1,617.13 $33.65 1,617.13 
GRAND TOTAL 789,982.97 


124,051.10 151,104.08 


Per Cent of 
Tot: 


el 162 
Over or Short 





FUNDS CONVERSION YARDSTICK 


19% 
$7,052,986 


SECONDARY GENERAL INVESTWENT LOANS @ MORTGAGES 


DESIRED ACTUAL DESIRED ACTUAL DESIRED ACTUAL 
122,621.13 127,708.52 131,594.07 136,853.89 131,594.07 107,084.60 
70,879.63 73,025.60 70,879.83 114,115.56 70,879.84 15,891.10 
66,199.62 66,199.62 
533.65 549,83 


260,434.23 266,935.74 203,023.73 250,969.45 202,473.91 120,975.70 
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Banking Census—Continued 


Srrs: During 1935 there were in opera- 
tion in the 5 East North-Central States 
3,671 banks of which 3,669 employed a 
total of 46,083 persons, with an aggregate 
pores during the year of more than $76,- 

00,000. The 3,669 banks include 892 in 
Illinois, 540 in Indiana, 665 in Michigan, 
844 in Ohio and 728 in Wisconsin. 

Of the 2,779 banks in those States which 
permit branch systems, 2,246 are unit banks 
and 533 are branch banks. This would 
indicate a ratio of approximately one 
branch bank to 4 unit banks. The distribu- 
tion of these 533 branch banks, which com- 
prise 146 branch banking organizations is 
as follows: Illinois, no branch systems; 
Indiana, 6 branch systems, 12 branches; 
Michigan, 36 systems, 185 branches; Ohio, 
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BANK CENTRALLY in Cleveland 


The Cleveland Airport is One of 
the World's Three Most Active 





The activity of the Cleveland Airport ... which some months 
ranks third, sometimes second, among the airports of the world 
.-.-is an indication of Cleveland’s commercial importance. 
Manufacturers in other cities, and the banks which render 
them primary banking service, benefit from the quickened 
movement of transit items by banking Centrally in Cleveland. 
Let us tell you about the advantages of Central National Bank. 
We believe you would find our new “‘Day-Night Saving Time’”’ 


map of interest; write for it. 
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35 systems, 159 branches; Wisconsin, 69 
systems, 177 branches. 

Of the 46,083 persons shown, 10,624 are 
executives and salaried officers, and 35,459 
are other employees. This would indicate 
a ratio of approximately one executive for 
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ILLINOIS 892 17,302 $30,410,321 
Executives 3,163 10,986,693 
Other Employees 14,139 19,423,628 
INDIANA 540 4,259 5,880,613 
Executives 1,520 3,002,454 
Other Employees 2,739 2,878,159 
MICHIGAN 665 7,346 11,739,309 
Executives 1,520 5,227,456 
Other Employees 5,826 6,511,853 
OHIO 844 12,113 20,729,691 
Executives 2,587 7,696,594 
Other Employees 9,526 13,033,097 
WISCONSIN 728 5,063 7,987,541 
Executives 1,834 4,165,669 
Other Employees 3,229 3,821,872 


East Nortu- 

CENTRAL STATEs 3,669 46,083 76,747,475 
Executives 10,624 31,078,866 
Other Employees 35,459 45,668,609 





every three other employees, or 23 per cent 
executives and 77 per cent other employees, 
a condition peculiar to the nature of the 
banking business. 

In unit banks, executives constitute 26.8 
per cent of all employees. In the branch 
banks, 10.5 of all employees are classified as 
executives. 

If the number of employees reported, as 
of the close of the year may be considered 
representative of employment throughout 
the year, the average annual salary paid to 
employees of all banks, including executives 
was $1,665 for the States covered in this 
report. 

In unit banks the average salary, under 
the same assumption, was $1,626. The 
average salary for executives was $2,615 
and $1,264 for other employees. In branch 
banks the average salary was $1,799. For 
executives it was $3,601 and for other 
employees, $1,355. 

Frep A. GOSNELL, 

Chief Statistician, 
Bureau of the Census, 
Department of Commerce, 
Philadelphia, Penna. 
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Management’s Job 


Srrs: In your September issue I was 
so impressed with “Management’s Job” 
that I wrote a circular letter to our men 
and asked them to read the article. We 
find the magazine not only profitable but 
interesting. 

D. F. GREEN, 

Chairman of the Board, 
Tennessee Valley Bank, 
Decatur, Alabama 


Sirs: I was very much interested in 
the article, ““Management’s Job,” in the 
September issue of The Burroughs Clearing 
House. 

GeEorRGE L. GOODING, 

Chairman of the Board, 
The Plymouth National Bank, 
Plymouth, Massachusetts 
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HY Bankers ARE 


lhe Way They Are 


“If they weren’t the way they are,” says this unusual study 
of banker psychology, “then there just wouldn’t be any banks” 


OR some eighteen years I have 

been handling all or part of the 

advertising copy of a great bank- 
ing institution —acting, if you please, as 
an intermediary between the bank 
which pays me, and the public, whose 
good will and business the bank wants 
to obtain. 

Occasionally I make talks before 
groups of business men, and on such 
occasions almost invariably I am 
presented as “a banker,” and I have 
to explain that I am not a banker, but 
a “philosopher, who works for a 
bank.” 

In the eighteen years I have been 
on this one bank’s pay roll I have 
never done a bit of real banking. I 
was past forty-five when I entered 
the bank’s service. I had been a 
newspaper man, an advertising man, a 








by 
CLARENCE A. LYMAN 


Security-First National Bank of Los Angeles, 
Los Angeles, California 


promoter, a political writer, in the 
land settlement business —in fact, some- 
thing of an adventurer. Promoters 
and adventurers, I insist, are neces- 
sary elements in the business of the 
world, but their views —their methods 
of thinking —are almost exactly oppo- 
site to those of a successful banker. 


FOR eighteen years—with great pa- 

tience — these bankers have been try- 
ing to adjust my points of view to their 
points of view. That I am still on 
my feet—taking it—proves that I 











must be some sort of a philosopher. 
For I’m still not a banker. I can still 
hold the mental attitude of that much- 
quoted individual, the-man-on-the- 
street. 

I am, in fact, that very, very rare 
specimen of homo sapiens—fit to be 
stuffed and put in a museum —a man 
who doesn’t think he could go into a 
bank and run it better than the 
bankers do. I couldn’t run a bank — 
not long. 

The banker mind is different from 
the ordinary or the general business 
mind. As I write this I have the feel- 
ing that if some of my friends in the 
bank should read it, they might feel 
uncomfortable. These are men with 
whom I have been associated for 
years, for whom I have the highest 
respect and admiration and for many 











of them, I may say, a great affection. 
Bankers do not want to be considered 
as a different class of humans. 

I do not know of any demand which 
‘has been made upon the advertising 
departments of banks more repeated, 
more insistent —and more futile —than 
that we devise advertisements, short 
enough to be read, detailed enough to 
be convincing, by which the public 
shall understand the banker and his 
problems. 

The average banker doesn’t want 
to be set apart, to be in a class by 
himself, to be “the man who walks 
alone,” like Rudyard Kipling’s tomcat. 
He wants to be a man among other 
men, to be considered a good neighbor, 
a social asset, a loyal and public- 


spirited citizen. And the average 
banker is all these. 
Successful bankers are generally 


men of strong personalities. It would 
be difficult to describe, in terms of 
individual idiosyncrasies, the things 
which differentiate their mental proc- 
esses. It is probably easiest to 
approach this description by telling of 
the special influences which have 
affected and shaped their methods of 
looking at things. 

The first of these influences which 
have so shaped the banker mind is — 
DANGER. 

In old Ur of the Chaldees, many 
thousands of years ago, was a man 
named Jos, who from his commanding 
position in the community, and judg- 
ing from the remarkable patience with 
which he endured an unjust adversity, 
must have been the local banker. Job, 
one afternoon after banking hours, 
took a nice fresh slab of wet clay, in- 
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scribed it in neat cuneiform characters 
and sent it to the bakery to be made 
permanent, and today we read among 
the mental treasures of the Book of 
Job —the oldest literature we know — 
this wisdom: “Where the meat is, 
there are the vultures gathered to- 
gether.” 

The bank is where the money is, 
and money is the meat of desire. So, 
above every bank hovers always a 
cloud of black wings, hovering, hover- 
ing, ready to pounce if any oppor- 
tunity is given—bandits, burglars, 
forgers, swindlers, check-kiters, short- 
change men, bill snatchers, impostors, 
and beggars. The money is there — 
and they want it. 


]F a bank were to be opened every 

day by lining up the force and hav- 
ing community singing, I am quite sure 
that the theme song selected would 
be that old favorite hymn: 

*“My-e soul be on thy guard 

Te-e-n thousand foes arise.” 

All his life, the banker is on guard. 
He generally comes into the bank as 
a boy —a messenger —to carry money 
and bonds and valuable papers from 
place to place in the bank, and to 
other institutions, outside. He can- 
not run along the street as the other 
boys do. Any pedestrian who swerves 
in his direction may be a conscience- 
less thug who would spill his life- 
blood without compunction, to get 
hands on that precious wallet or 
satchel. That automobile which idles 
toward the curb may be carrying a 
crew of which he is the quarry. He 
has to watch his step even in the 
bank. Money has been grabbed from 





the hands of messengers under the 
very eyes of the officers, and thieves 
have escaped with it. 

The boy is taught the rudiments of 
accountancy and goes to work as a 
statement clerk. There again he is 
on guard, every scrap of paper must 
be preserved, listed, put in order. 
Each accountant always has to be on 
guard, both against frauds from the 
outside, falsifications which may come 
from the inside, and he Must Nor 
make mistakes. He may not for a 
moment let his mind wander from 
rigid accuracy, in listing, in sorting, 
in totaling. From the statement 
machine, the young man advances to 
bookkeeping and to the teller’s cage. 
He is handling real money now —not 
ruled sheets and scraps of paper. A 
bookkeeper usually can find and cor- 
rect one of his mistakes, but a teller’s 
mistake walks out the bank’s doors, 
and is often beyond recovery. The 
teller must keep an eye out for bandits; 
for money snatchers with a cane and a 
bit of cobbler’s wax; for smooth- 
talking short-change artists. The tel- 
ler must know signatures, recognize 
forgeries. He must know and remem- 
ber faces, identify customers when they 
come to the window, and be suspicious 
of any face he does not know. He 
must be on guard against bad checks, 
old checks, post-dated checks, counter- 
feits, foreign coins; against over- 
drafts, irregular signatures, amounts 
in conflict on the face of the check, 
or illegible writing of amounts. There 
is potential danger in every human 
that comes before the teller’s window. 
With all his precautions, the teller 
must remain calm, courteous —refer 
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every doubtful point to an officer, but 
without causing irritation or undue 
delay. 

In these grueling years, there is 
more than training, there is also the 
sifting process. Training alone can- 
not produce the necessary “banker 
temperament” —it has to be born in a 
man. The officers of a good bank 
have their juniors and _ underlings 
constantly under observation. Gener- 
ally, when a young man finds himself 
a temperamental misfit in a bank, he 
leaves of his own accord. Others are 
pruned out. 


Y the time a man is a teller, he has 

acquired one of the great principles 
of banking—that the medium he 
handles is OTHER PEOPLE’s MONEY. 
To most of us, money is just one thing 
—a buying power—a force through 
which we can acquire the things we 
want to possess. To me, to almost 
anyone outside a bank, one good 
five-dollar bill seems just about like 
any other five-dollar bill. To a bank 
teller, the crisp engraved pieces of 
paper in his till are not even related 
to paper of the same kind he may have 
in his pocket. The money in his 
pocket is his own—the money in the 
drawer is other people’s money — 
something which he keeps safe, guards, 
accounts for, pays out to those en- 
titled to get it, but Nor something 
that he spends. Three things have 
been impressed upon his consciousness 
at this stage: 

1. That he is in danger. 
vigilant, on guard. 

2. That the money he deals with is 
other people’s money. 


Must be 


3. That he must keep his mind on 
his work, his own feelings in the back- 
ground. He must not let his own 
troubles, hopes, dreams, preferences, 
likes or dislikes enter into his decisions. 

Besides all this interior bank disci- 
plining, in most cases there has been 
active education. Nowadays, formal 
courses in the American Institute of 
Banking provide this for rising young 
bankers. There are still the less formal 
but no less instructive conversations 
with the officers of the bank, explaining 
the intricacies of accounting, of credit 
and of finance. 

Roughly, 75 per cent of all this 
education, formal and informal, points 
to safety and precaution: Safety and 
precaution in making loans on charac- 
ter; safety and precaution in making 
loans on collateral; safety and pre- 
caution in making loans on real estate. 
The student is never permitted to lose 
sight of the fact that the money he 
deals with is OTHER PEOPLE’s MONEY. 
He is taught that when a bank loans 
money to anyone, on any sort of 
security or without it, that money is 
OTHER PEOPLE’s Money and it Must 
Com_E Back, in full, and with interest, 
promptly, as principal and interest 
come due. 

There’s an old, jeering axiom of 
banking—that the borrower walks 
the floor and worries until he gets the 
loan. Then the lender walks the floor 
and worries until he gets it back. It’s 
a fairly accurate expression of a very 
real situation —except that the banker 
begins worrying even before he makes 
the loan. Banks institutionally as well 
as bankers individually have long 


memories, and even a young banker 
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inherits as part of the “tradition” the 
painful recounting of loans which 
looked good, and seemed good, and 
then went very sour indeed. So, 
when a “good credit risk” —a man 
with a reputation for sound business 
judgment, is trying to talk the banker 
into a loan —his mind and the banker’s 
mind are not thinking the same things 
at all. Each “‘certainty” of profitable 
return described by the borrowing 
customer is qualified in the banker’s 
thought with a “‘perhaps’—with a 
review of the things which might 
happen —things which have happened 
in other cases. ‘“‘Chances” to a 
banker’s mind are chances —he weighs 
them all. Business men talk glibly 
to their bankers, speaking in terms 
such as “the chances are’’ (which we 
really think are almost certainties — 
‘sure things’’), and the banker listens 
—and thinks —and weighs the chances. 
For the banker needs to make loans, 
just as much as the business man needs 
to borrow the money. His decision 
may delight the would-be borrower, 
or it may surprise and grieve him. 
But rarely is the decision based alto- 
gether upon the same chain of ideas, 
on both sides. 


‘THE banker has another worry, 

which he often quite carefully con- 
ceals when talking with a would-be 
borrower. He Must make loans to 
keep the bank going. A. bank must 
loan money or invest it in bonds and 
securities, so the interest it earns will 
pay the costs of operation. Of the 
general revenues of banks, excluding 
trust departments, from 85 to 90 per 
cent comes from interest (See page 22) 
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A Look at FaRM 


EQUIPMENT PAPER 


by 
A COUNTRY BANKER * 


“It is profitable business,” says a country 


banker who has handled it through the de- 
pression and droughts of 1934 and 1936 


when automobiles first became 

plentiful in this farming territory 
of ours, we began handling automobile 
finance paper for our dealer customers. 
We still do it, and make money by it. 
But our automobile paper business is 
of chief importance in this story be- 
cause it got us ready to handle paper 
based on heavy farm equipment. 
Before we go into that, however, let’s 
consider our bank’s basic policy of 
making the kind of loans that yield 
a profit and very few losses. 

We have no quarrel with the big 
city bankers who say that they can- 
not make money on loans of less than 
$5,000 or some such minimum. Doubt- 
less they know their business. But 
for a bank like ours in a farming 
community, small loans are the profit- 
able ones. Right now we have about 
half a million in loans, and they 
average around $250. That means 
five note cases full, which sounds like 
a lot of detail. But in this country, 
loans are made until the end of the 
crop year, whether that is two weeks 
or a full year distant—they have to 
be, for that is when our people come 
into the cash to pay off loans, and at 
other times they don’t have it. The 
ones who do have cash, you see, main- 


an or twenty years ago, 


tain excellent balances but they do 
not need to borrow. 

Actually all of the note teller work 
is handled by the teller who also does 
the biggest volume of paying and 
receiving. For a month a year we 
are swamped; we are lucky if we see our 
families except at breakfast. But during 
the remainder of the year we are not 
any busier than is good for us. In 
brief, 2,000 small loans are not an 
impossible burden upon us, and they 
do not increase our expense appreci- 
ably. But they do assure us a wonder- 
ful diversification of risk, and guard 
us against any backbreaking losses. 
Country banks like ours do not get 
into trouble from small notes, it is 
the big loans that cause the difficulties. 
So we avoid difficulties by keeping 
alert for good small loans. 


New let’s return to farm equipment 

paper. We got into it a few years 
after we had found automobile paper 
profitable. We knew from experience 
that no matter what financial straits an 
individual got into short of complete 
ruin, he somehow managed to keep 
up the payments on his car. And we 
knew that when a farmer hereabouts 
buys a tractor, he usually sells all but 
about one team of his horses or mules, 








*This is the first of two articles, by two different contributors, on the subject of farm equipment 
paper. The author of this first article, a country banker, feels that if he is to be completely frank, he 
must withhold his identity. He gladly contributes the article, however, ‘‘because,’’ he says, ‘‘we have 
found a profitable loaning field which we want to help our fellow bankers to open up in their own 
territories.’’ He generously offers to answer any fair question which other bankers would like answered 
about his experience and his methods. Letters for him may be addressed to the Editor. 


The second article will describe a second method of handling farm equipment financing. This 
method is one that is now being used by a large number of country banks in other territories, and is 
being favored by some of the large manufacturers of agricultural machinery. The article will appear 


in an early issue.—THE EDITOR. 
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‘‘Our dealers tell us that our service has contributed to their prosperity,’’ says the author 


and depends entirely upon his tractor 
for his farm power. Therefore it 
seems reasonable to believe that a 
farmer buying a good tractor would 
sell off anything else he owns rather 
than give up this piece of equipment — 
at least as long as he still retains a 
farm to work. 

In our first two or three years we 
got a few burnings. They were not 
excessive. They were worth what they 
cost, since they showed us the dangers 
to avoid —and no matter how carefully 
you listen while the other fellow tells 
you about hazards, the one way they 
will make a lasting impression is by 
costing you money. If you are a 
competent banker, you do not get 
into that same trouble again. 

We have seen other banks in this 
and neighboring states start out to 
buy farm equipment paper, then after 
a year or two quit it and say, ““Never 
again!” These fellows bought and 
paid for the beginner’s necessary 
experience, but they quit just at the 
point where they could begin to cash 
in on their mistakes. 


"THE bulk of major farm equipment 

has been financed during recent years 
by the manufacturers. The dealers 
could, and still can, turn the farmer’s 
note, with chattel mortgage attached, 
in to the factory and cash it at a dis- 
count. But of late the manufacturers 
have been looking for better ways to 
do it. A tractor maker in Illinois or 
Wisconsin cannot hope to watch indi- 
vidual farmers’ credit in Colorado or 
Texas or Pennsylvania as effectively 
as can bankers in the immediate 


neighborhoods of those farms. It is 
doubtful, in fact, whether a manu- 
facturer can take as effective care of 
the paper of farmers in his own county 
as can the banker who handles his 
pay roll account. 

In our territory, the “block men” 
of the equipment manufacturers have 
as their principal duty helping dealers 
to make sales. If the manufacturer 
takes time paper off his dealers’ 
hands, the block man must spend the 
month of crop marketing in chasing 
after debtors — which cuts his effective- 
ness as a sales helper. This, at least, 
is what some of the manufacturers 
tell us when they turn over to us 
substantial sheaves of these notes 
and leave us to cope with the problem 
at a profitable discount. 

When we became convinced a good 
many years ago that tractors and other 
major equipment offered a good credit 
risk for us, we let it be known that 
we would talk business with farm 
equipment dealers who had equip- 
ment paper to cash in. During the 
years we winnowed the wheat from 
the chaff among our local implement 
dealers. Some of them were inherently 
such good salesmen that they would 
make all sorts of promises and on-the- 
side agreements in order to get the 
sale. Paper that comes with such 
unseen strings attached is likely to 
cause trouble, or at least it offers 
greater possibilities of trouble than 
does clean paper. Gradually we 
learned which dealers could be relied 
upon, and we helped to educate these 
business men to the viewpoint which 
we must use in taking over their 


financing. Today we have five dealers 
clearing all of their time sales through 
us; all, that is, that we will take. 
And our limit is not one of quantity 
but rather of quality. We turn down 
a good many deals because they do 
not measure up. The longer a note 
has to run, the more meticulous we 
are that it conform to our ideas. 


ANY of these notes we buy without 

recourse, many others we buy on 
the dealer’s endorsement or guaranty. 
We make a differential in the dis- 
count, of course in favor of the 
guaranteed bill. We have no definite 
schedule of discounts, for these must 
depend in each instance on the quality 
of the loan. But here is an example, 
from this morning’s business. A good 
dealer came in with a note of high 
quality, which he offered to endorse. 
We looked it over, saw that it was 
more than ordinarily desirable in all 
ways, discounted it. Without the 
dealer’s signature, we would have 
needed a greater discount. On a 
borderline credit, the differential would 
probably be even greater. 

When we buy a note, we make a 
flat rule of disregarding all accrued 
interest. Frequently the dealer can 
obtain a slightly higher yield by sell- 
ing to his manufacturer, but this 
carries certain disadvantages chief 
among which is that his commission 
on the sale is withheld until the first 
payment is made, which may be a 
year away. When he comes to us, we 
give him his money then and there, 
and consequently he prefers to deal 
with us. Since he makes nothing by 
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carrying the paper for part of the 
term, the dealer’s incentive is to come 
to us immediately on making the sale, 
and thus we keep our money working 
to better advantage. The yield to 
the bank is very good, what with the 
note carrying 6 per cent or 7 per cent 
interest and the discount at which 
we purchase it. 

Our precautions to avoid bad loans 
are simple. In the first place, we do 
not want to do business regularly with 
dealers who cannot make a profit. 
It is noteworthy that all through the 
depression, with the possible excep- 
tion of one year, and all through the 
droughts of 1934 and 1936, our regular 
dealer customers have made money. 
They tell us that our service has 
contributed considerably to this rec- 
ord, so maybe we can claim a share in 
their prosperity. We buy, on occa- 
sions when we have excess funds 
available beyond the requirements of 
our regular dealers, odds and ends of 
equipment paper from other sources. 
Manufacturers behind our dealers we 
consider in the regular customer cate- 
gory, and when one sends in a bundle 
of these loans we treat it just as if it 
had come direct from the local dealer. 
The other dealers, who for one reason 
or another are not on our regular list, 
may sell us desirable paper when we 
need more of it, but toward them we 
feel no more moral obligation to con- 
tinue than we might feel toward a 
commercial paper dealer in some dis- 
tant city. 


[N developing this business, it is 

important always to take care of the 
legitimate needs of our regular cus- 
tomers. Unless a bank will take all 
of the good paper offered, if it blows 
hot and cold or allows itself to step 
out of the market for a year because 
of any condition other than the quality 
of the paper offered, next year it will 
have no such paper offered it. This 
is obvious. The dealer absolutely 
must have some way to cash his paper, 
else his business will dry up. If his 
bank backs down, he will find some 
other source of credit, and will think a 
long while before he again places 
himself at the mercy of a changeable 
banker’s whim. 

The dealer must not only be reliable, 
but he must also be trustworthy. 
Particularly in buying this paper with- 
out recourse, the bank must be sure 
that the sale has no strings attached. 
There are all kinds of corner-cutting 
possible, which the too trusting banker 
will discover only when he tries to 
collect and cannot. For example, in 
our time we have encountered deals 
where the seller gave the purchaser a 
written agreement, unbeknownst to 
us, to renew all or part of the note at 
maturity. We have encountered the 
dealer who finds a customer eager 
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for a tractor or a combine but lacking 
cash for the down payment, so the 
dealer takes a note—of which we are 
not informed —for the down payment 
or part of it, maturing ahead of the 
note which we have bought. 

Such difficulties may best be avoided 
by buying paper only from dealers 
who can be trusted not to try any- 
thing of the sort. But even this may 
be double-checked by simple precau- 
tions, and we have brought to light 
such undertakings entered into by a 
salesman in the name of the dealer 
and utterly unkown to the dealer 
until we unearthed them. Our method 
of uncovering them is simple and in- 
expensive. The minute we buy a note, 
we write to the farmer about as 
follows: 

“We have bought your note for 
$765 given to the Inter-County Im- 
plement Company. It draws interest 
at 7 per cent. The note is due on 
November 17, 1936, and we expect 
you to pay it promptly at this bank.” 

If there is any side deal or set of 
undisclosed strings, they now become 
known. The farmer hotfoots it to 
town, tells us it is his understanding 
that his note was to draw interest at 
7 per cent only after maturity, or 
whatnot. Then we call in the dealer, 
and straighten the thing out then 
and there. If the tangle is bad, the 
dealer takes back the note, otherwise 
we shall not be receptive to his future 
advances. An example of its effect 
in convincing the purchaser of equip- 
ment came up at our last crop market- 
ing time. A farmer came in and said, 
“I’m not going to pay that note. 
So-and-so agreed to take care of a 


defect which I suspected, if it should 
show up, but when it developed he 
wouldn’t give me any service.” 

“We knew nothing about that agree- 
ment when we bought your note in 
good faith,” we told him. “Didn’t 
you get a letter from us telling you 
we had bought the note and that we 
expected it to be paid in full?” 

“Yes, but I didn’t think you had 
really bought it.” 

“Well, we did buy it, and we notified 
you. If there were any ifs or buts 
about the deal, then was the time to 
bring them to our attention.” 

“You’re right about it,” admitted 
the farmer. “I guess it’s up to me to 
pay. Let me take your pen a minute, 
and I’ll make out the check.”’ 

It is only fair to add that as soon 
as he left we telephoned the dealer, 
told him what had happened, and 
asked him to make it right. Next 
time the farmer came to town, he 
dropped in and told us that it was all 
fixed up to his satisfaction. 


I? is important to the bank that it 

be a third party buyer of completed 
paper, rather than the original lender. 
We have observed in some country 
banks a tendency to have the dealer 
bring in the farmer and have the 
paper drawn up on the bank’s own 
forms. From both the legal and the 
psychological aspects, this is undesir- 
able. It lets the dealer completely 
out of the transaction, makes it 
strictly a deal between the bank and 
the farmer. We find it advantageous 
in every respect to have the dealer a 
party to the paper. If there were no 


other point to it, on the (See page 24) 
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A good many prudent farmers will buy on credit rather than deplete their 
cash reserves. Sometimes these thrifty farmers carry substantial balances 
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Devaluation of franc opens way 
to stabilization of currencies 


What the FDIC thinks about re- 


ducing the rate of assessment 


Amendment is likely to place all 
banks under Social Security 


by HENRY D. 


Greater stability of international currencies is expected 
to result from devaluation of the franc and the “‘gentlemen’s 
agreement”” between the United States, Great Britain, 
and France to avoid currency wars, though there may 
be some maneuvering as to ratios. It is not anticipated 
that the President will make any further changes in the 
gold content of the dollar during the life of the law per- 
mitting him to do so, but the Treasury probably will ask 
Congress to continue the $2,000,000,000 stabilization fund 
in order that it may be available to adjust international 
currency ratios in case wide fluctuations should be threat- 
ened. Progress toward ending the uncertainties of inter- 
national exchange was greeted in financial circles as a 
distinct contribution to recovery. 


Federal Reserve Board 


No changes in Federal Reserve regulations are planned 
by the Board of Governors in the near future. Agitation 
continues for modification of regulations T and U, covering 
margin loans on securities by bankers’ and brokers, but it 
is not likely that any material changes will be made until 
there has been more experience with the present rules. The 
Board is understood to take the position that its margin 
rules are designed for their long-term effect and should not 
be revised frequently to accommodate swings in market 
activity. 

Editorial plans for the Federal Reserve Bulletin call for 
making that monthly publication of greater value to mem- 
ber banks and to all others interested in finance and eco- 
nomics. The order of the material has recently been 
rearranged, the magazine enlarged and printed on better 





RALPH, 


Washington Correspondent, The Burroughs Clearing House 


WASHINGTON ..4¢: 


Currency Stabilization 


quality paper, and a number of new services added to the 
usual statistics. New regular features are statistics on 
the volume of credit extended by brokers to their customers 
and figures on daily gross demand and time deposits of 
member banks. The September issue also contained a 
special study on the growth and distribution of large 
deposits, a report which caused widespread comment. 

Rapid progress is being made on the Reserve Board’s 
new building in Washington. The structure is scheduled 
to be entirely closed in before severe weather, and the 
board plans to move in about next July. 


Terminating Double Liability 


More than half the national banks have already taken 
the necessary steps to relieve stockholders from double 
liability as provided in Section 304 of the Banking Act of 
1935. Double liability of stockholders will terminate 
July 1, 1937, provided the bank has advertised this fact 
at least six months prior to that date. If a bank does not 
so advertise until after January 1, 1937, double liability 
will not cease until six months after appearance of the 
advertisement. 

The first action required is a resolution of the bank’s 
board. of directors. This may be ratified by stockholders 
but it is not necessary. The advertisement must appear 
in a newspaper published in or having general circulation 
in the city or county where the bank is located. Publica- 
tion of the notice in the following form will meet the 
requirements: 

“Pursuant to the provisions of Section 304 of the 
Banking Act of 1935, notice is hereby given by the............ 
National Bank........................ me Shier ee in the city 


SON a | ne , that the liability 
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Treasury Financing 


The Treasury’s December financing is expected 
to center around a long-term bond issue of low 
interest rate. On December 15 there matures 
$358,000,000 of 234 per cent notes, and this probably 
will be converted into bonds of twenty- or twenty- 
five-year maturity bearing the same interest rate, 
with an additional block for cash subscription. 
This is indicated by the pattern of the highly suc- 
cessful September 15 financing when $981,000,000 
of twenty- or twenty-three-year 234 per cent bonds 
were sold, of which about $500,000,000 were ex- 
changed for maturing 1% per cent notes. 

For more than a year the Treasury has been 
marketing bonds at 234 per cent, but each issue has 
been for a longer term than the one before. This 
leads Treasury officials to hope that an even larger 
portion of the debt can be transformed. 

The proportion of long-term obligations has in- 
creased to 55.3 per cent of the entire interest- 
bearing public debt, exclusive of special issues. 
The average maturity is now nine and one-half years. 




















imposed upon the holders of shares of its common stock 
by the provisions of Section 23 of the Federal Reserve 
Act, as amended, shall cease on............-............. 


By Order of the Board of Directors 


PRESIDENT OR CASHIER 


Other information may be included in the advertise- 
ment if desired by the bank. Only one insertion is required. 
It may appear at any time, and it is not necessary for a 
bank to wait until January 1 to publish the notice. After 
the advertisement has been published a copy of it must be 
filed with the Comptroller of the Currency on a form 
supplied for the purpose, together with a copy of the 
resolution of the board of directors authorizing termination 
of double liability. During December the Comptroller’s 
office intends to remind all national banks that they may 
terminate double liability in this manner if they have not 
already done so. Many states are expected to take action 
to relieve stockholders in state banks of double liability in 


order to put them on a competitive basis with national 
banks. 


United States Savings Bonds 


The sale of United States Savings Bonds continues to 
show a steady increase, and the Treasury is planning to 
continue its advertising and promotional campaign in- 
definitely. Sales are averaging considerably over a million 
dollars a day, maturity value, and a total of $500,000,000 
is now oustanding. An average of 12,000 separate bonds 
are sold each week, ranging in denomination from $25 to 
$1,000. There are now 740,000 holders of savings bonds, 
which the Treasury believes makes them the most widely 
held security in the United States. A sample audit of 
sales during a recent two-week’s period showed purchasers 
divided as follows: males 23 per cent, females 19 per cent, 
co-owners 36 per cent, beneficiaries 7 per cent, banks 5 per 
cent, fiduciaries 4 per cent, corporations 5 per cent, and 
associations 1 per cent. 

Sale of these bonds may be increased somewhat by the 
action of the Treasury in designating Federal Savings and 
Loan Associations and Federal Credit Unions as fiscal 
agents for their sale. Such institutions may become fiscal 
agents if they have 500 or more members, upon giving 
bond. Sales of savings bonds may be made only to their 
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own members and no commission is received. Many 
desire to handle savings bonds as a convenience to members 
and to continue contacts with persons who have ceased 
to invest savings in the organizations themselves. There 
is no thought of giving banks the right to sell savings 
bonds, although many banks buy them from postoffices 
for customers as a matter of courtesy. 


Taxes of Interest to Banks 


Regulations covering taxation of common trust funds 
maintained by banks will be issued by the Bureau of 
Internal Revenue early in November. The revenue act 
of 1936 contained a special provision relating to such 
funds, but the Bureau was delayed in issuing regulations 
pertaining to it because of the work of preparing the many 
regulations and rulings under the main provisions of that 
law. 

There is a strong possibility that the corporation 
surplus tax will be amended in the next Congress. No 
additional taxes will be asked by the Treasury, under pres- 
ent plans, but a general revision of all Federal tax laws 
may be called for with the view of clarifying many pro- 
visions, removing some which are difficult to administer, 
and eliminating a number of so-called nuisance taxes. 
The capital gains and losses provision of the income tax 
laws is one which will be considered for deletion or revision. 

The tax on safe-deposit box rental, which yields about 
$2,000,000 per year, may also be eliminated if Congress 
decides to end the entire group of miscellaneous taxes 
imposed early in the depression. 


Federal Housing Administration 


The Federal Housing Administration expresses great 
satisfaction with the rate at which insured, long-term, 
self-amortizing mortgages are being written and the in- 
creasing number of financial institutions making such 
residential loans. In recent months the dollar volume of 
FHA mortgages has been running more than twice that 
of last year. The semi-annual analysis of operations 
showed that whereas up to December 31, 1935, national 
and state banks and trust companies had accounted for 
71.3 per cent of the total value of those mortgages, this 
had changed to 65.42 per cent as of June 30. The per- 
centage financed by building and loan associations mean- 
while changed from 15.5 to 16.98, that by mortgage com- 
panies from 3.5 to 8.01, that by insurance companies from 
7.3 to 6.65, and that by savings banks from 2.4 to 2.55. 
Increasing percentages, it will be noted, are being shown 














Total Cash Sales of 
United States Savings Bonds 
1935 1936 Per Cent of 
Month Cash Sales Cash Sales _ Increase or 
January $ 46,398,700.19 ...... 
February 25,363,053.73 ...... 
March $ 32,639,948.97 26,347,426.26 —19.3 
April 24,576,826.52 26,891,976.07 + 9.4 
May 19,823,836.54 22,781,062.26 + 14.9 
June 15,664,797.43 25,391,128.80 + 62.1 
July 21,600,112.68 35,831,828.81 + 65.9 
August 13,057,330.89 26,951,119.60 +106.4 
September 9,129,263.88 24,828,745.09 +172.0 
October 17,326,225.43 
November 19,802,205.52 
December 20,630,070.72 
TOTAL $194,250,618.58 $260,785,040.81 + 34.3 
Cash sales from March 1, 1935, 
through September 30, 1936 - $455,035,659.39 
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by agencies which have home financing as their primary 
function; namely, building and loan associations and 
mortgage companies. 

More than 35 per cent of the mortgages currently 
written are for new construction. 

No important changes in operating methods are contem- 
plated by FHA in the near future. Efforts will continue 
to interest more building and loan associations and mort- 
gage companies in insured mortgages. No national mort- 
gage associations have yet been formed to deal in insured 
mortgages, but it is insisted there is no need for them as yet 
as the RFC Mortgage Company is in the field and several 
large insurance companies make a practice of buying 
insured mortgages from banks wishing to sell them. 

The way has been cleared for a group of banks and 
other financial institutions to join in issuing bonds for a 
large scale, limited dividend housing project insured and 
supervised by FHA. Several such projects are now under 
way in various parts of the country. Promotion of small 
but well-built houses for persons of moderate income will 
also be pushed by FHA, and many builders and material 
suppliers are co-operating in this program. A monthly 
magazine, the Insured Mortgage Portfolio, is being issued 
to keep lending institutions informed of statistics, regula- 
tions and activities of FHA together with articles on in- 
creasing mortgage business. 

A number of relatively minor amendments to the in- 
sured mortgage regulations have been made recently. One 
requires that loans shall hereafter be in multiples of $100, 
and that the amortization be for an even term of years, 
with one exception, which permits an amortization period 
of nineteen and one-half years. Prior to the adoption of 
this amendment, loans of any principal amount and for 
any term were permissible. This necessarily resulted in 
the preparation of thousands of different amortization 
schedules, entailing confusion and expense. Under the 
revised rules, the administration will be able to have 


printed the few hundred amortization schedules which are 
needed. 


HOLC Liquidation 


When the HOLC, on June 13, stopped making loans 
after exactly three years of activity, it had placed 1,021,817 
loans totaling $3,092,870,784. The average loan was $3,027. 
The corporation then began to concentrate on collections, 
some of which had fallen far in arrears. At present about 
70 per cent of current amounts due is being paid and some 
offices are collecting more than 100 per cent of monthly 
billings, due to payment of arrearages. In spite of this it 
has been necessary to foreclose many loans, although 








The FDIC Rate 


The Federal Deposit Insurance Corporation is 
expected to uppose any effort which may be made 
in the next Congress to reduce the rate of assess- 
ment on banks for the insurance fund account, in 
spite of the growing size of the fund and the small 
losses. Eventually the assessment may be reduced, 
but FDIC heads feel that the time has not yet 
arrived. Bank failures have been few, as a result 
of the 1933 bank holiday, and a more normal loss 
experience is desired. Also needed before the assess- 
ment can be reduced, in the opinion of Chairman 
Leo T. Crowley, are better supervision by state 
authorities, more careful chartering of new banks, 
better bank management, prompt closing of banks 
which become insolvent, and a requirement that 
banks take their losses currently. 
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Social Security Rulings 


State banks which are members of the Federal 
Reserve System have been ruled by the Bureau of 
Internal Revenue to be instrumentalities of the 
Federal Government and therefore exempt from all 
taxes under the Social Security Law. This puts them 
on a par with national banks. A ruling on non-mem- 
ber banks in Michigan indicates that state banks will 
not be exempt. Under Michigan banking law they 
were held not to be instrumentalities of the state. 
Both the Bureau of Internal Revenue and the Social 
Security Board favor an amendment to the law to 
bring all banks under the act. Federal savings and 
loan associations and state-chartered building and 
loan associations probably will be held to be subject 
to the act. 

The Social Security Board announced recently 
that an agreement had been reached by which the 
setting up of initial wage records and the assign- 
ment of account numbers to an estimated 26,000,000 
American workers will be conducted by the Post 
Office Department. 




















HOLC is still very liberal with home owners who are 
unable to pay but profess a willingness to do so. Approxi- 
mately 9,000 properties have already been bought in by 
HOLC at foreclosure sales. 

Authorities differ as to the future of HOLC, some 
predicting that collections will become increasingly difficult, 
resulting either in a moratorium or cancellation of part of 
the obligation or in a rate of foreclosure which will make the 
government the country’s greatest landlord. HOLC 
officials, however, insist that its collection record compares 
favorably with that of private mortgage lenders and that 
after it clears away its “‘sour”’’ loans collections will increase 


decidedly. Already HOLC has retired more than $117,- 
000,000 of its bonds. 


Land Bank Policy 


The program of the Farm Credit Administration is for 
the land banks to use their influence to stabilize farm land 
values by adopting a liberal appraisal and lending policy 
when values are low and a strict policy when values rise 
above what is considered to be a proper relation to farm 
earning power. Since farm values are now rising the 
land banks may be expected to stiffen up in lending re- 
quirements, making it easier for other lenders to compete 
for mortgages, and if values ‘rise considerably more the 
land banks may reduce the percentage of value of a farm 
on which they will write a first mortgage with the hope of 
putting a damper on speculative increases in land values 
such as occurred during and immediately after the war. 

According to the Farm Credit Quarterly, a new publica- 
tion containing statistics of interest to bankers concerned 
with agricultural finance, the estimated amount of farm 
mortgages recorded by private lenders currently exceeds 
the volume of Federal Land Bank and Land Bank Commis- 
sioner loans closed by more than 150 per cent. During 
the first five months of 1936, private lenders accounted 
for nearly 73 per cent of the total as compared with only 
26 per cent two years earlier. The change in relative 
importance of these two sources of farm mortgage credit 
has resulted primarily from a decline of 83 per cent in the 
volume of loans closed by the Federal institutions during 
the period January-May 1936 as compared with the 
corresponding five months of 1934. During the same two- 


year period there was a gradual increase of (See page 30) 
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Lyall Barnhart, at his desk, approving an expense voucher 


brought in by his secretary 


of our bank asked me a question 

which was both simple and embar- 
rassing. This was, ““How much does 
it cost us to handle a check drawn 
on us?” 

When I admitted my complete 
ignorance on this point, he was not 
discouraged. He merely directed me 
to find out. After chewing on that 
one for three or four days, I went back 
to him. “I’m ashamed to admit it,” 
I confessed, “‘but I just don’t know 
how to start finding out about item 
costs. I'd like to take a trip to some 
of the big banks where they must 
have cost systems, and find out how 
they do it.” 

The result was an expedition cover- 
ing several cities, several outstanding 
comptrollers and auditors, a few out- 
side consultants. The results were a 
trifle uncertain, since each one was 
sure he had the only accurate, work- 
able method, and each one went at it 
in a manner entirely at variance from 
the methods used by all the others. 
After better than a week I was so 
confused among expense tickets and 
accrual systems, among overhead costs 


So or seven years ago the president 
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Lhe hy ana How 


of BANKING Costs 


and allotable expenses, that I sat 
down in my hotel room to take stock 
of the situation. I still had 500 miles 
worth of railroad ticket to use up, but 
I was sure that if I used it the confusion 
in my mind would be even greater 
than it was right then. 

As it was, certain conclusions had 
formed themselves from this exposure 
to a multiplicity of viewpoints. First, 
it would be desirable to distribute an 
expense item to the proper operation 
at the earliest possible stage of pro- 
ceedings. Second, it would cost too 
much in time and attention to get 


The start of the 
cost accounting 
comes with the 
ticket by which 
an expense is 
debited to an 
account and a 
cashier’s draft or 
expense check 
thereby ordered. 
On the front, this 
is merely a check 
order. On the 
back is a line for 
account, say Sta- 
tionery ana Sup- 
plies, and forty- 
five distribution 
lines, of which 
forty-two carry 
names of operat- 
ing departments 


OEGIT EXPENSE 


DEPARTMENT 


by 


LYALL BARNHART 


Comptroller, The First National Bank and Trust Company 
of Oklahoma City, Oklahoma City, Oklahoma 


.... The first of three outstanding 
articles on a subject that grows 
more important to bank management 
every day. 


..[t is one place where 


banks lag behind other businesses 


The Development of a Cost Plan 


every last penny of expense or cost 
distributed with microscopic accuracy. 
Third, certain of the cost factors would 
at best have to be approximations. 
Fourth, to get figures accurate enough 
to be worthwhile would force me to 
some fundamental thinking about the 
component functions of a modern bank. 
Fifth, none of the cost accounting 
systems which I had so far encountered 
would meet all of these listed require- 
ments. So, instead of continuing on 
eastward, I came straight home by the 
first train. In the course of time we 
developed a cost accounting set-up 
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; EXPENSE DISTRIBUTION Cs EXPENS - DISTRIBUTION 
Department Bookkeeping Account No, 405-1 Department Bookkeeping Accouht No. 408-14 
Expense Salaries Sheet No. 1 Expense Insurance Sheet No. 1 
gs i i ae | 
i EXPENSE DISTRIBUTION EXPENSE DISTRIBUTION 
Department Bookkeeping Account No. 403-2 7 Department Bookkeeping 
: Account No. 403-17 
Expense Janitor Service Sheet No. 1 Expense Supper Noney : 
Sheet No. i 
EXPENSE DISTRIBUTION a ae ne 
Department Bookkeeping Account No. 403-3 EXPENSE DISTRIBUTION 
Department Bookkeeping 
Expense Supplies Sheet No. 1 Account No, 403-19 
SR to sees = ctereremetts EEE REECE eae I ces Se eS er Expense Journals-Dir, 
PATE MEMO FOLIO cHarces | | DATE MEMO FOLIO Sy see ht aot | 4 IF Sheet No. 1 
JAN 6% 4678 2245 = : ss 
JAN 13% 4726 20 eps | 22554 EXPENSE DISTRIBUTION 
| | 22255 ” Department Bookkeeping Account No, 403-24 
| i Expense Com. -Bonuses Sheet No. 1 
| | | DATE MEMO FOLIO cuarcrs | | DATE MEMO FOLIO crenirs | NEW BALANCE 
| | EXPENSE DISTRIBUTION 
I | | No. 403-29 
as i Department Bookkeeping PEE TS : 
EXPENSE DISTRIBUTION en Miscellaneous Sheet No. 
t t Bookkeepi ea 
Department. ping Account No, 403-5 ; Nets ORR “ ENS | 
— We wipes Sheet No. 1 EXPENSE DISTRIBUTION 
Lt — a Department Bookkeeping ‘AstesseMe: 408-80 
DISTRIBUTION 
—_—: 403-7 Expense Depreciation Sheet No. 1 
Department Bookkeeping Account No. i 
Postage Sheet No. i STS Ne: FOLIO CHARGES i | DATE MEMO POLIO CREDITS 
Expense 8 : | a 
ae if j 
é PENSE DISTRIBUTION 
e. EXPENSE DISTRIBUTION - ss. GOs 
Aocou i 
De Bookkeeping Account No. 403-9 Department Bookkeeping . : 
Sheet No. 
Expense Repairs Sheet No. 1 Expense Control a ere niece | 
eae rae . a mercer ce ame ER Se CREDITS. 
DATE MEMO FOLIO CHARGES | | pate memo ro Sera 
7 EXPENSE DISTRIBUTION omamibmesect ne Ee ri — g sii | : 
Account No, 403-11 van 336 52695 5 
ment Bookkeeping JAN 4356 \ \ 
pres 2560 | | ae 
Sheet No. 1 vAN 76 150 3 
Giaiiiis Light & Power JAN 24.36 Sidi. 4, 
a =< UAN 4.3.05 22500 | | | 
y EXPENSE DISTRIBUTION { 
Department Bookkeeping Account No. 403-12 
Expense Rent Sheet No 1 
pare MEMO FOLIO —=—=—=—CHARGES a DATE MEMO FOLIO CREDITS | NEW BALANCE 
ES RES RE Rae AEE ENTE, HE REIMER EES I Ss 




















The above forms illustrate the bookkeeping section of the expense distribution ledger. 


which involved, for all practical pur- 
poses, no additional work or expense. 
We added only one form to those we 
were already using, and this is a 
monthly sheet, one for each operat- 
ing department, on which the total 
monthly cost of the department is 
copied by classes, and contrasted with 
the budget figures for these classes of 
cost. We redesigned two other forms 
to make them yield the facts that we 
need; but since we simultaneously dis- 
carded the old forms, these new ones 
cannot be considered an addition to 
what we already had. 

The net result is a cost accounting 
method which brings us a_ steady 
volume of inquiries and of invitations 
to make speeches and write articles. 
Frankly, my purpose in producing this 
article is as much selfish as it is 
altruistic. Once we get our cost 
accounting set-up in black-and-white 
so that anyone can understand it, it 
may be helpful to folks who have not 
been able to wring the full story out 
of us with their individual questions. 
Certainly it will be a great deal simpler 
to refer to the files of this magazine 
the man who wants the full story than 
to write fragmentary letters covering 
only scattered points of our method. 


a departmental control account 


A great deal more is responsible for 
the steady flood of inquiries than 
could be merely the rumor that we 
have a workable cost accounting 
system. The fact is that there is 
right now an unusually intense interest 
in operating costs. Growth of the 
service charge idea has made more and 
more bankers alert to the fact that 
poor operating is more prevalent than 
had been realized, and that operating 
costs are a sum worth any bank’s 
reducing. Moreover, lower bank in- 
come from earning assets has focused 
attention on the need for the most 
economical operating consistent with 
good service to customers. And the 
first step toward better and less ex- 
pensive operating is a knowledge of 
operating costs. 


‘THE start of our cost accounting 

comes with the ticket by which an 
expense is debited to an account and a 
cashier’s draft or expense check thereby 
ordered. Our old ticket was the same 
as is used in most banks. It provided 
space for the debit to the account, 
say Stationery and Supplies. Likewise, 
space for description of the article, 
name of the supplier, and amount. 
For this we substituted a ticket which 





They provide daily balances and 


is shown on page 14. On the front, 
this is merely a check order, with 
space for name of the payee and an 
itemized list of what it pays for. On 
the back is a line for account, say 
Stationery and Supplies, and forty-five 
distribution lines, of which forty-two 
carry the names of the operating de- 
partments into which we divide our 
bank for cost accounting purposes. 

Let us assume that we are purchas- 
ing $200 worth of ledger sheets and 
$50 worth of discount tickets for use 
in the discount cage. Then, instead 
of charging $250 to stationery and 
supplies and letting it go at that, we 
do charge this amount to stationery 
and supplies, but distribute $200 to 
bookkeeping (which uses the ledger 
sheets) and $50 to discount (which 
uses the discount tickets). This ticket 
goes to the general bookkeeper where 
it is posted to the expense account. 
Later it is posted to a subsidiary ex- 
pense distribution ledger. Thus, at 
all times we know the expense by 
classifications by departments. The 
forms for this work shown on page 15, 
though they vary somewhat from our 
present set-up, were chosen to illustrate 
expense distribution. 

At the end of the month the expenses 
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of each department, classified as indi- 
cated, are copied onto the new form 
mentioned a few paragraphs earlier. 
This is a report of departmental 
expense as compared with the depart- 
mental budget for the month. Con- 
sider, for a moment, the sheet for the 
bookkeeping department for July, 
1936, which is reproduced below. The 
ledger sheets of which we have been 
writing are found here on the line 
Supplies, which is short for Stationery 
and Supplies. Mind you, we do not 
go through the standard routine of 
charging this shipment of ledger sheets 
into the stockroom, then charging 
them out of the stockroom and into 
the bookkeeping department every 
time bookkeeping needs another hun- 
dred sheets. To do this requires a 
perpetual inventory, duly tied into 
the books of account, with shortages 
to be adjusted at the year-end in- 
ventory, and so on. We keep a 
perpetual inventory in our stockroom, 
to besure. We take an annual physical 
inventory there. But if a package of 
a hundred sheets of bookkeeping ledger 
forms is missing, we do not make a 
lot of entries in our accounts. We 
take the attitude that if these book- 
keeping department supplies are lost, 
they were probably used in _ book- 
keeping anyhow, and that if they 
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were not it is bookkeeping’s hard luck. 
If too much hard luck of this sort 
were to occur throughout the sta- 
tionery stock, we should probably 
have to change storekeepers. But we 
should not have to clutter up our 
accounting with a lot of two-for-a- 
nickel adjustment entries. 

This method of ours results in our 
charging stationery —or anything else 
in the nature of material which gets 
used up but is not really a capital 
asset —as an expense of the month in 
which it is purchased, rather than 
making twelve entries to account for 
each year’s supply as it is used up. 
This throws out our budget figures in 
some months, but we know that it is 
because a single month contains a 
longer period’s supply of some item 
or other, and are not worried — we know 
it will average itself out during the 
coming months. For example, why 
should we worry about the fact that 
the Supplies line of the budget compari- 
son sheets shows bookkeeping $133.03 
over its budget for last July, since 
this contains $200 worth of ledger 
sheets which should last until July of 
1937? If such a discrepancy appears 
on a monthly report, you may be sure 
that the department head will call my 
attention to the reason within a day 
of the time I notice it. 


An advantage of our method over 
the more common big-bank method 
of charging supplies to the storeroom 
and charging them out again is that 
we can balance up at the end of the 
month while they can balance out 
under that system only at the end of 
the year. By their method it is 
possible to fail to charge an item 
against a department, with consequent 
reduction of item charges below the 
actual. With our method it is theo- 
retically possible to charge an incom- 
ing item against the wrong depart- 
ment, but in practice no such item of 
more than $2 would ever get by the 
hawk-eyed inspection of the depart- 
ment head in his close watch on his 
expenses. 


INCE salaries constitute rather more 

than half of total operating expenses, 
we list the department’s personnel on 
the monthly report of departmental 
expense, with salaries. Here again we 
find a discrepancy, but it is under the 
bookkeeping department budget rather 
than over, and only $23.75. The 
reason is no doubt that when we were 
setting up the budget we figured in 
certain raises which would be con- 
sidered during the year, and averaged 
these into an equal monthly figure for 
the twelve months. Perhaps one of 


















































































FIRST NATIONAL BANK & TRUST CO. 
OKLAHOMA CITY, OKLAHOMA 
RECAPITULATION 
DEPARTMENTAL EXPENSE DATE_August 1, 1936 
© OEranT MeN’ ___Bookkeep in, oe ee ee beaten 038 1 Items handled by Clearing-Transit-Proof (4th Fir. #13) 
Giamatti’ j 5 excess pennies si ae 2 do Return Item Department (Ret. Item #4) 
pees amour | Bune evecer @ucorr cht si: — 3 do Country Bank Department (Ctry. Bk. #5) 
- ~ : _ 4 do Cash Collection Department (C.C. #6) 
Pt ; = 3.75 per Se 23.75 | Adams eo ot 310 0 
ame i A or 7 305. Allen 108 00 5 do Bookkeeping Department (Bkpg. #5) 
hot re 1 "214.15 | 133 03 ' : there 125 00 6 do Paying and Receiving Tellers Dept. (P&R #5) 
— ily a aaceet ——"} Badley 110 00 7 do General Ledger Department (Gen. Ledg. #7) 
et aan —}—— + et SRR ee By 8 TOTAL ITEM HANDLINGS (1 to 7 inc.) 
oe Se: % r h aieainisihia 0 eee 
Kaectuaielh Pea SARIS Sens WS 135 _00_ 
617} ____ 30 80! kes ___5. 93 {Crowe _ 13500 _| 
| Griffin 105 00 
__ | Holmes 125 00 “oN US" rrems 
isi |_| Key ___18 00 _ 
12 | Marshall 1.160 00 1 Debits paid on Commercial Accounts (Bkpg. #3) 10,158 
| Martin eo } 125 00 2 do Country Bank Accounts (Ctry. B #3) 835 
a ae ___\|___ | Pennington {____ 85. 00_ 3 do Savings Accounts (Sev. #3) 164 
88 20 | 88 20. lStenford | _125 00 | a do General Ledger (Gen. Ledg. #3) 16} 
oii Sess Sa Sl Se Thomas st. ~—s«d325. 00 S Debits handled as Collection (C.C. Nos. 1 and 2) 1.877 
2 i A Bis ompson _ 125 00 6 TOTAL OBITS HANDLED _ 32,395 (#1 to § inc.) 
13/80 | 22) $0 oe ee Mery: * eee 7 Credits paid on Commercial Accounts (Bkpg. #4) ees Me 
$ id 8 do Country Bank Accounts (Ctry. B #4) 395 
9 do Savings Accounts (Sav. Nos. 1-2-4) 337 
10 do General Ledger (Gen. Ledg. #6) 78 
11 TOTAL CREDITS HANDLED _ 2,802 (#7 to 10 inc.) 
‘oe 12 TOTAL "ON US" ITEMS HANDLED (Item 6 plus Item 11) 35,997 __ 
TRANSIT ITEMS OUTGOING 
13 Total Outgoing Transit Items (4th Fir. #7) Bs 
sseo|ir |__sere!s4 | __ 301 $8 | = CLEARING ITEMS OUTGOING 
{ 
gel2\34 4 | 34/70 Se 14 Total Outgoing Clearing Items (4th Fir. #6) 485 
356 83 366 83 | | 2230 bo 
vremn___342,493 peeves 9 _ pvbosceneevces 10,087 - ebcoe: 00048 RETURNED CHECKS 
cM 0113 15 Total Unpaid Items Returned from All Sources (Ret. #4) i 
mes Budget to date $560.97-0.0. oe ae +0009 
CASH TICKETS 
© sates. weanrtw katie yoon =~ _cotaaries ixeinen$ 3,001.67 ee es PSE 16 Cash Tickets from Pay. & Rec. Tellers (P & R #4) scscsiece ets 
1? Amount of Cash Tickets Handled (P&R #6) $6 
erame 313,750 _aurvovess 19 ss avennge ren gmevoves 16,513 iremcosr _.0095_ 18 TOTAL ITEMS HANDLED (Items #12 to 16 inc.) | we 
| GLE. 
pea: Bia Se Ce et ot ae co '| By wile 




















The plan follows through to a monthly summary of depart- 
mental expense with means for comparing actual expense 





against the department’s budget 


The daily recapitulation of items handled, shown above, is 
prepared from daily reports prepared by the various 
departments 
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these raises will be made on August 
first, another in September, a third 
in November. These will thereupon 
eat up the accumulated savings of the 
year, and leave us exactly where we 
planned to be. Perhaps it was an 
allowance for vacation relief. Or it is 
also possible that someone who was 
considered for a raise was not given 
it, for cause; or that one of the higher- 
paid clerks left and the vacancy was 
filled at a somewhat lower salary. 

In a department like bookkeeping, 
where the costs necessarily fluctuate 
along with the activity, the important 
budget figure is not, after all, the total 
expense. Rather it is the item cost. 
The item cost for the month is arrived 
at by dividing the total number of 
items handled into the total dollar 
expense. Our auditing department 
picks up the item counts for this use, 
on a set of mimeographed forms which 
are shown on this page. The added 
work in the auditing department to 
obtain these figures is so slight that 
it costs us nothing. And it enables us 
to compute the item cost which is our 
guide as to the efficiency with which 
each operating department is being 
run. You will notice that our budgeted 
item cost for bookkeeping was .0113, 
and the item cost was actually .01042, 
with a saving over the budget of .0009. 
In other words, although in dollars 
the bookkeeping department’s show- 
ing for July looks a little sour, in item 
cost it is distinctly gratifying. The 
department handled almost 10 per 
cent more items than last year, and 
our dollar budget was set up on the 
assumption of an activity somewhat 
less than what actually occurred. 


S° far we have seen how direct costs 

of the bookkeeping department are 
arrived at. Bookkeeping is a typical 
banking division, and its costs go 
into the eventual costs of handling 
certain types of items. But we have 
thus far considered only the direct 
costs of this department. There is 
additionally an amount of indirect 
expense which must enter into the 
total expense of the bookkeeping 
department. In this particular de- 
partment, the only indirect expenses 
are those coming from service depart- 
ments, the departments which serve 
other departments and which there- 
fore must eventually be charged en- 
tirely into operating departments or 
else find their way into overhead 
expense. 

This proration of service depart- 
ment expense to operating depart- 
ments and to overhead is made only 
at the end of the year. In the course 
of this article we shall have to return 
to the theory behind some of these 
procedures, but for the moment let us 
ignore the theories and confine our- 
selves to how the job is done. The 


last time this was 
done was at the 
end of 1935. There- 
fore let us look at 
the results as they 
affect the book- 
keeping depart- 
ment. 


UR 1935 direct 

expense in the 
bookkeeping de- 
partment was $37,- 
764.49. Tothis, how- 
ever, were added 
the following indi- 
rect expenses: 
Auditing service, 
$172.59; general 
files, $1,178.50; 
mail service, $45.- 
27; multigraph 
service, $277.64; 
stenographic serv- 
ice, $796.62; tele- 
phone service, $64.- 
44; total indirect 
expense, $2,535.06; 
total direct expense, 
$37,764.49; total 
operating expense, 
$40,299.55. 

How were these 
assorted charges for 
indirect expense ar- 
rived at? The 
answer is indi- 
vidual in each in- 
stance. Since we 
cannot hope to 
cover, in the limited 
space of this article, 
all of the ways in 
which we handle 
all of our distribu- 
tions of expense, 
indirect and other- 
wise, let us_ take 
bookkeeping _ here 
as a typical case 
and examine it 
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BOOKKEEPING DEPARTMENT 


Daily Item Report DATE__August 1, 1936 


Number of charges actually paid on accounts 


1 9,98) 
2 Number of charges returned for any reason 17? 
3 TOTAL NUMBER OF DEBITS HANDLED 210,158 . 
4 Total number of credits posted on accounts . 1,995 
$ 


TOTAL NUMBER OF ITEMS HANDLED 12,153 














PAYING AND RECEIVING TELLERS 
Daily Item Report DATE _August 1, 1936_ 
1 Number of Single "ON US" checks handled (Cen, Pre. #5 
lus Bkpg. #7 2 
: oer sd deposits handled (Bkpg. #4) Serna ea Loss 
umber of Country Bank Deposits Handled (4th Fir #19) 
° 158 
Luanl 4 Number of Cash Tickets Entered (Centy ths 
5 TOTAL ITEMS HANDLED en ree ae r266e 
6 Amount of Cash Deposited (Central Prr. #4a) $683 
L PROOF- ~LLEBARING 
Daily Item Report DATE August 1, 1936 





1 Outgoing Clearing Items: 
2 Incoming Clearing Items: 
3 Outgoing Transit Items: 





6,485 
5,984 


Items handled as Documentary Cash Coll. 5 
* “ Direct ieee. 
* © Foreign eee ORR 


“ through Pederal Reserve 12,087 


TOTAL Ste: 5 Pea 
4 Cash Tickets handled: 


A--Amount $730 
B--Number 683 
5 Single Debit Items received from Tellers 




















ae 
6 Country Bank Credit Letters Received in Mails a 
SAVINGS DEPARTMENT 
Daily Item Report DATE _Auguet 1, 1936 
1 Personal Loan Credits eS |) EE ° 
2 Regular Savings Deposits ee eeregati : aa 
3 Regular Savings Withdrawals le ee 
F .geenk mubor: Vonks epaned MS Sete ae 24.83 
‘otal number New Accounts iz . 428.00 
6 Total number Accounts Closed gee re 8.00 
FOURTH F ‘TME: 
CENTRAL PROOP-TRANSIT- CLEARINGS pate. August 1, 1936 
Daily Item Report _ weet Se 
Th) 4 
Individual Bkprs. (Bkps- # 704 
1 Number of -_* charged to pda cg tog hs om “ 3 | 
: Cash Coll. Dept. (C.C. age 1,629 
. 2 General Ledger Se P23 142 
;: -(Gen. Prt. 683 
tickets handled — ie 
: = eas clearing items (Central apfy 
; do Transit Items ~~ Prf. 17,318 
i #1 to 7 inc. 
EBIT ITEMS HANDLED ( 24.824 —_—. 
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GENERAL LEOGER 

Deily Item Report DATE. August 2, 1936 
1 Number of debits from Central Tellers Nae = EEN 
2 Number of debits from Other Departments 19 
3 TOTAL DEBITS RECEIVED (Item #1 plus #2) a 
4 Number of credits received from Central Tellers £2 
S Number of credits received from Other Departments eS °c 
6 TOTAL CREDITS RECEIVED (Item #4 plus #5) GE: | Sa 
1 TOTAL ITEMS HANDLED (Item #3 plus #6) a a 

By 2. &. Pihbwy 














Above are specimen copies of daily item reports of a few of the 
bank’s departments. These are recapped to the daily recapitu- 
lation form shown on the opposite page 


item by item. 

We have made sample tests of the 
volume of work for auditing which 
arises out of the work of each operating 
department. In the discount depart- 
ment, for example, arises 20 per cent 
of all auditing work. Bookkeeping, 
however, causes a very small propor- 
tion of auditing, only 1 per cent. So, 
1 per cent of total auditing department 
expense is charged to bookkeeping. 
The 1935 total operating expense of 
the auditing department was $17,- 
259.23. Therefore to bookkeeping we 
charge for auditing $172.59. (Not to 
confuse the reader with a multiplicity 
of distributions, it is nevertheless neces- 
sary to remember that the total 
auditing expense was likewise arrived 
at by adding together the total direct 
auditing expense, and the total in- 
direct auditing expense arising from 


service given to auditing by other 
service departments. ) 

General Files expense is distributed 
to departments in proportion to the 
cubic area of space used by these 
departments in the general file rooms. 
Here, contrary to its tiny share of 
auditing expense, bookkeeping leads 
the list with 40 per cent. Total ex- 
pense of the General Files for 1935 
was $2,946.24—which was all of it 
direct expense, since General Files 
require no service from other depart- 
ments. Of this $2,946.24, bookkeep- 
ing’s 40 per cent was $1,178.50. 

Mail Department expense does not 
include postage, but does include the 
salary of a mail clerk, rent for the 
space, depreciation on the equipment, 
and so on. You have no doubt ob- 
served that the bookkeeping (See page 26) 
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by 


JOHN WALKER 
HARRINGTON e 


Where travelers in the past have 
looked to the purser aboard ship 
for assistance with money matters 
today they are being offered bank 


service by regular bank branches 


account with a bank just around 

the corner on the main deck is 
now the novel experience of the pas- 
sengers of ocean steamships. Millions 
of specie have been placed in “Davy 
Jones Locker,” where it is hard to get 
it back, but these new maritime 
institutions pay out all the way over 
on top of the bounding main. Usually 
their accounts are for the duration of 
the voyage only. The shortest period 
for them is on the Cunarder, Queen 
Mary, that swift pride of England, for 
when she will she can make her trips in 
a trifle less than four days. Two other 
vessels of the Cunard-White Star 
fleet besides herself, the Berengaria 
and the Aquitania, possess similar 
facilities, and bank service is also 
offered by the Rex and the Savoia of 
the Italian line. The bank of the 
Queen Mary being the latest has a 
service unique in several details and 
remarkably complete. 

This type of marine accommodation 
has attracted wide attention both in 
this country and abroad. The first 
questions asked by financiers of the 
land are, ““‘Why sea going banks?’’, 
“How do they do business?’, and 
finally, ‘Do they pay, and if so, how?” 
There is more in the transactions of 
these units than at once meets the 
eye, as will be explained later in this 
article. 

These water borne units are branches 
of important banks on terra firma. 


ore at sea and having a checking 
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BankInc ABOARD 
the Atlantic Laners 


Those on the 
Cunard-White Star 
vessels belong to 
the Midland Bank, 
of London; those 
on the Italian liners 
to the Banca Com- 
merciale Italiana, 
of Milan. All have 
complete and well 
equipped quarters 
and are in effect 
complete banking 
units and are not 
connected with 
the pursers’ offices. 
From time im- 
memorial pursers 
have been more or 
less of financial 
agents and money 
changers, and on 
many of the lines are still. 

Being independent of the steamship 
lines financially, these marine branches 
merely hire their space aboard or at 
least pay nominal rent. The Midland 
Bank pays the fare of its steamship 
staffs, as first class passengers. On 
the Italian line the names of the bank 
employees appear on the crew lists, as 
a matter of form, but in fact they, too, 
have passenger status. 

Ocean banks are placed on the 
principal deck of steamships and are 
readily accessible and plainly marked 
with illuminated signs. The Midland- 
Queen Mary Branch has a room 





Italian Line Photo 


Bank service is a feature of the S. S. Savoia of the Italian Line. 
The banking window, at the left above, is an office of Banca 
Commerciale Italiana. Also of interest, at the top of the pic- 
ture, is a traveling arrow which shows the position of the ship 


between ports daily 


twelve by twelve and ten feet high. 
Along its front, facing into a wide 
open space, are grilled windows and 
under them on the inside is a full length 
counter, with tills and stations for 
three cashiers. The quarters have a 
large steel safe, and all the usual 
equipment such as typewriters and 
calculating machines. In this branch, 
when the writer last visited it, Mr. 
McLean D. Cameron, Manager, was 
in charge of a personnel of four. 

As soon as the Queen Mary is under 
way, passengers who desire to open 
accounts present themselves at the 
grilles. If this were a bank on the 
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This is the ocean-going branch of Midland Bank Limited aboard the S. S. Queen Mary, where checking accounts may be opened by travelers for 


the duration of their trips. 


dry land, more formality would be 
required in beginning relations than is 
needed afloat. The clients are already 
pretty thoroughly identified by their 
passports, which tell all about them 
to the color of their eyes and hair and 
are accompanied by their photo- 
graphs. References are not required 
and if they were, it would be difficult 
to verify them satisfactorily even in 
these days of radio. Besides that, this 
bank is a cheerful and accommodating 
institution, which aims to please and 
to make everybody feel at home. The 
customers usually make their de- 
posits by means of cash or travelers 
checks, or payments on letters of 
credit, such as are issued by banks, 
tourists agencies and express com- 
panies. Naturally, the bank also 
accepts drafts of the Cunard-White 
Star Line. Personal checks are re- 
ceived only from passengers who are 
well known to the Line and have been 
traveling on it for years. Frequently, 
such travelers have accounts with the 
Midland or its English branches or 
with its American correspondents. 
The radio can be used if a question 
arises concerning a large amount. 
The business done with passengers, 
however, is primarily on the basis of 
cash deposits or their equivalents. 


These new clients of the bank afloat 
then get their books of blank checks, 
which they can fill out to the limit of 
their deposits. If there should chance 
to be an overdraft, the discrepancy is 
adjusted before the vessel reaches port. 
With their Midland Ocean Branch 
checks, the clients can pay for goods 
purchased from the shops aboard, such 
as clothing, hats, toilet articles or they 
use them in squaring their scores in 
the smoking room or at the cocktail 
lounges. The bank gives change in 
the same currency and does similar 
services free. It makes no charge for 
the handling of the accounts. 

Most of its business is in dealing in 
foreign exchange, from which it re- 
ceives a profit, as would any institu- 
tion ashore. Every day it receives 
wireless quotations for its guidance. 
In making rates, it must consider that 
owing to its office being on the deep, 
it cannot dispose of moneys on the 
market and must be governed accord- 
ingly. If, for instance, the rate for 
an English pound sterling is $4.885, the 
cost on board an ocean steamship 
bank would be about $4.90. Practi- 
cally all the 2,000 passengers or so 
on board a vessel like the Queen 
Mary have contacts with the bank she 
carries, and their business usually in- 


Special Queen Mary branch checks are issued 


Robert E. Coates Photo 


volves matters of foreign exchange. 

The bank deals principally in the 
moneys of Great Britain, France and 
the United States, of which it carries 
considerable sums. It does, however, 
purchase other currencies, provided 
they are not “black listed,”’ or “‘boot- 
leg,”’ to be resold, if possible, during 
the trip. 

Travelers checks can be obtained 
from sea branches at approximately 
the same rate as on land—75 cents 
for $100 or its equivalent. 

As a checking account on the Queen 
Mary branch and like offices is for a 
voyage only, the branches transfer 
any balance a passenger may have 
on landing to the Overseas Branch of 
the Midland in London, or to any 
land branch of the Midland which the 
passenger may indicate. This arrange- 
ment is covered in the contract under 
which the account is opened. If the 
client plans to return on the Queen 
Mary, he can leave his balance on 
board and draw upon it when he is 
again a passenger. He cannot, how- 
ever, draw checks against it until he 
is at sea again. For banking arrange- 
ments “on the beach” as the sailors 
say, he deals only with institutions 
of the land. 

His balance being accredited to the 
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Overseas, the depositor sooner or later 
visits that institution. He is more 
than likely to find that he needs more 
service. He is going places and may 
find it convenient to add to the balance 
transferred from the ship instead of 
drawing it out. The Overseas is 
willing. It also performs various 
services, such as getting additional 
passports, for which it charges fees. 
The traveler by this time has learned 
that the Midland operates 2,130 
branches in England and Wales; has 
in all 2,590 offices in the United 
Kingdom, and is represented through- 
out the world by more than 13,000 
agents and correspondents. 

It is evident, then, that these banks 
of Neptune’s realm bring business to 
main offices and the sister branches. 
The staffs, which the Midland sends 
to sea are typical. They are chosen 
for their good address and personable 
appearance as well as for their ability. 
Their excellent manners and flawless 
diction make them popular socially 
with passengers and promote contacts 
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of value. The time at sea of these 
young men is limited to two years, 
although it may be extended. When 
their terms afloat expire, they are 
assigned to branch banks where they 
may have the opportunity of capitaliz- 
ing their wide acquaintanceship with 
travelers, both for the bank and for 
themselves. Occasionally, they may 
be called upon to go to sea for a few 
trips to take the places of employees 
who are ill or are on leave of absence 
or may have resigned. , 


BANKING on board the Italian line 

ships is intimately connected with 
bringing tourists to the sunny clime 
of Italy. The Banca Commerciale 
Italiana maintains branches on board 
the Rex and three others. On the 
Conte di Savoia, the bank and an 
official information service for travelers 
occupy adjoining rooms connected by 
an interior doorway. The rather long 
title of the institution itself is abbrevi- 
ated merely to “Banca”? emblazoned 
in large letters. The bulk of the busi- 


ness of the branch is dealing in foreign 
exchange at rates based on radio 
advices. 

Those making their maiden voyages 
to Italy need a good deal of advice 
about currency, as their expenditures 
in lires are under governmental regula- 
tion. As the line carries passengers to 
other countries about the Mediter- 
ranean Basin, its patrons have to 
know many facts, not only concerning 
currency, but also regarding land 
routes and hotels. The information 
bureau and the branch bank co-operate 
to enhance the pleasures of Italian 
travel. 

The Banca Commerciale Italiana 
with its main office in Milan and 
branches and correspondents in other 
cities, does its part in welcoming the 
“stranger within the gates.” He is 
prepared to receive its good offices by 
the branch which has served him on 
his voyage. The bank also has Ameri- 
can branches in New York, Boston 
and Philadelphia. 

Other steamship lines (See page 30) 








WHAT'S Vew IN BOOKLETS? 


They’re listed below, carefully selected by the editors, as being of the most 
value to bank officers in keeping posted. They are all published by nationally- 
known institutions, and offered without charge on request on your letterhead. 














A Pay-As-You-Go Checking Plan—The plan is one 
designed to increase bank income by offering checking account 
service to limited income groups on a pay-as-you-go basis. 
The plan readily fits into the bank’s regular accounting system, 
is inexpensive and involves no contract agreement or royalties. 


Style Book of Checks for Customers—This is made up 
as a sample book suitable for showing to customers. It con- 
tains a wide variety of check styles and colors, in pages of 
three checks each from actual printings, displayed in a special, 
refillable type, ring binder. It is offered to executive officers 
and department heads in charge of supplying checks to 
customers. 


A New Plan of Life—Pointing the way to the benefits of 
accumulated savings, this booklet will be of interest to many 
bank people. It is published by a nationally-known, invest- 
ment association and describes the purchase of investment 
contracts on easy payments. It is well-illustrated and contains 
16 pages. 


Booklets Still Available 


A Career in Life Insurance Representation—A 36- 
page booklet issued by a leading life insurance company setting 
forth the opportunities in modern life insurance field work. 
This booklet should be valuable to bank officers and others 
approached by persons seeking employment. It will be sent 
to readers or to anyone recommended who would consider it 
interesting in choosing a career. 


The Traffic in Stolen Stamps—A 32-page booklet 
prepared in the nature of a survey on such phases of the 
subject as the methods employed, the extent of the traffic, 
the market for stolen stamps, and mailing department pro- 
cedure. It is illustrated with a number of exhibits. 


Steamer Sailings—This is a monthly publication offered 
to bank officers requiring definite information on travel. It 





covers cruises, European sailings, Havana sailings, Bermuda 
sailings, California sailings, Central and South American 
sailings, Pacific Ocean sailings, steamers and tonnages, piers, 
and foreign consulates. 


Outstanding Filing Developments—This well-edited, 
illustrated, 28-page booklet carries the reader through the 
improvements and refinements of recent years in the filing 
operation. It presents numerous points and plans for bring- 
ing greater efficiency to the filing system. 


Investment Service Releases 


A Free Trial Offer—A financial service organization 
will send its daily financial publication to banks and security 
dealers for a free trial period. This service covers every phase 
of investment data on industrial, public utility, railroad, 
Government and municipal bonds, and on banks, investment 
trusts, finance and insurance companies. There is no obliga- 
tion. 


Twenty-seven Ways to Invest Conservatively—A well- 
written and unusually interesting booklet on investment in 
common stocks. It includes a comprehensive study of indi- 
vidual stocks, a consideration of their desirability for certain 
types of portfolios, and a study of the investment position of 
the market today. The booklet contains 115 pages devoted 
to arranging thirty-two prime stocks in desirable combinations 
for small investors. 


Dividend Paying Stocks—lIn view of the penalties im- 
posed by the Revenue Act of 1936 on undistributed corporate 
profits, many stocks may increase their dividends. Although 
it is impossible to estimate what dividends will be paid in the 
final quarter, a well-known member of the New York Stock 
Exchange has prepared a list of 96 medium and better grade 
stocks, indicating dividends paid to date and comparative 
earnings. 


Address, The Editor, The Burroughs Clearing House 


SECOND BOULEVARD AND BURROUGHS AVENUE 


DETROIT, MICHIGAN 
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CourRT 


important principles 


Conditional Delivery 


The payee of a series of notes, upon 
bringing suit on them in a New Jersey 
court, was met with a rather curious 
defense. 

The notes had been given to the 
payee to cover part of a commission 
which he had earned as broker in 
negotiating the sale of certain stock 
for the maker. The buyers of the 
stock made part payment to the 
seller and were to pay the rest on an 
installment basis. The unpaid balance 
was secured by a chattel mortgage on 
a laundry plant. 

The buyers did not meet the future 
payments and did not pay the chattel 
mortgage, which was then foreclosed 
and acquired by the original seller of 
the stock. 

The seller resisted payment of the 
notes for the broker’s commission on 
the ground that the seller had said to 
the broker that he would pay the 
notes if the buyers of the stock paid 
the balance of the purchase price. 
Hence, because of the buyers’ default, 
he contended he was not liable on the 
notes. 

The Supreme Court of New Jersey, 
in its opinion, pointed out that under 
the Negotiable Instruments Act, there 
is such a thing as a conditional delivery 
of a negotiable instrument and that 
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DECISIONS . .. 


Conditional delivery under the Negotiable Instruments Act... Two 
in real estate transactions ... The possibility 
of trustee liabilities . .. Property conveyance for valid consideration 


by 
CHARLES R. 
ROSENBERG, JR. 


Member of the Bar of Pennsylvania and of 
the District of Columbia 


such conditional delivery between the 
immediate parties does not transfer 
title to the instrument. The holder 
of the note under such a conditional 
delivery could not enforce it against 
his immediate transferor unless the 
conditions had been met. A holder 
in due course, however, would not be 
affected by conditions to which he 
was not a party and of which he had 
no notice. 

The court decided that the delivery 
of the notes to the broker for his com- 
mission was not a conditional delivery 
as protected by the Negotiable Instru- 
ments Act, but a valid delivery, subject 
to the restriction that the notes, 
genuine on their face, would cease to 
exist upon the occurrence or non- 
occurrence of a future event. Evidence 
to prove such an arrangement with 
respect to the notes could not be 
received, the court held, because to 
do so would be an attempt to change a 
written instrument by oral evidence. 

This distinction drawn by the court 
indicates that a conditional delivery 


protected under the Negotiable Instru- 
ments Act is a turning over of a note 
under the condition that the note is 
not being delivered for the purpose 
of transferring title to it; whereas a 
valid and unconditional delivery of a 
note, subject to the statement that 
the note shall become inoperative 
according to a future contingency, is a 
futile effort to annul the validity of 
the instrument in the future, although 
it is entirely valid at the time of 
delivery and so delivered. (Delman 
vs. Cohen, 186 Atlantic Reporter, 683.) 


Real Estate Transactions 


A bank entered into an agreement 
to sell certain real estate to which it 
held title, but when the time for 
settlement came, the buyer refused 
to pay over the purchase money in 
accordance with the agreement. 

The bank then brought legal action 
to compel the buyer to pay the money 
and accept title to the real estate in 
accordance with the agreement. The 
buyer set up the defense that there 
was a cloud on the bank’s title to the 
real estate by reason of a defect in the 
foreclosure proceedings whereby the 
bank acquired its title. 

The New Jersey Court of Chancery, 
passing on this contention, ruled that 
the buyer was not compelled (See page 28) 
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SATE 


IS THE 


BANKERS 


PAPER 


Bank depositors represent 
practically every kind of indus- 
trial and professional activity. 
These men use Hammermill 
Papers in some form or other 
for their business require- 
ments, and will recognize and . 
respect your selection of 
Hammermill Safety Paper for 
their checks. 


Hammermill Safety Paper has 
been made since 1915. It is 
uniform in safety, strength, 
color, writing surface and 
moderate in cost. 








: N-BCH 


‘ HAMMCRMILL- PAPER COMPANY 
' Erie, Pa. 








' 
' 
. 


: Please mail me a copy of the Hammermill : 


: Portfolio of Checks on Hammermill Safety Paper. 


‘ POET cicvcvccccesractccadccvacecessercebeneces 


(Attach this coupon to your bank letterhead, 


‘ 
: please.) 
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Why Bankers Are The Way They Are 


(From page 7) On loans and invest- 
ments. All the other sources of rev- 
enue, escrow fees, collection charges, 
safe deposit rentals, rental of part of 
the bank’s premises, foreign exchange, 
any and all sorts of “service charges” 
do not add up to more than 10 or 15 
per cent of the gross intake. Out of 
these gross receipts must be paid all 
the wages and salaries, all the taxes, 
including the heavy load of payments 
for deposit insurance, the books, forms, 
records, checks — printed, lithographed 
and engraved. Out of it must come 
advertising, donations, charities, mem- 
berships, postage, expressage, railway 
fares, insurance against bandits, forg- 
ers, and other crooks, the expenses 
of an intricate rapid system of transit 
by which collection of items is speeded 
up for the benefit of customers. Out 
of it must come interest on time 
deposits. 

When times are “good,” when 
interest rates are “up,” when there 
is a good demand for money by 
responsible borrowers —the fit is still 
a tight one; the margin of net profit is 
very small. When, as things are now, 
interest rates are very low, when good 
loans are hard to get, when govern- 
ment exactions are steadily increasing, 
the pressure upon the banker in- 
creases—he feels he Must get the 
money out at interest, and he Musr 
get it back, Att Or It, when due, 
with interest. Because the banker, in 
any large institution, has another 
worry upon his mind—the Srtock- 
HOLDER. 

Dividends to bank stockholders 
may be paid out of this very narrow 
margin between gross receipts and 
necessary expenses, only after re- 
serves are accumulated. The bank 
for which I work has some 12,000 
stockholders with an average holding 
of about 100 shares. About 15 per 
cent of the stock is owned by officers 
and employees of the bank. The 
remaining 85 per cent is owned by 
people who also paid for their stock, 
who bought it as an _ investment. 
They are not rich people. Of the 
12,000 just about half are women. 
That indicates “‘widows and orphans” 
—people who put their money in the 
stock because the returns, while moder- 
ate, are very sure. We, in the bank, 
do not investigate, or try to classify 
our stockholders. They own the 
bank, we are their servants. So it is 
guesswork on my part, though I think 
it is a pretty accurate guess —that if 
our bank should suspend or heavily 
reduce its dividends, fully half of that 
12,000 would find themselves badly 
worried. This large proportion of the 
stockholders needs the dividend — 


| Must Have Ir. The fact that in the 


In writing to advertisers please mention The Burroughs Clearing House 


other half are some people of affluence 
who are also stockholders doesn’t help 
the situation, for a dividend must be 
paid to all stockholders alike —those 
who need it and those who might get 
along without it. The dividend Must 
be earned. That means that the 
banker Must KEEP Down LossEs. 
The money loaned Must come back. 
When one borrower of $1,000 fails to 
repay, it takes all the gross earnings 
of another loan of the same size for 
SIXTEEN YEARS or more to make up 
the deficit. 


MONG a great many business men, 

I have been surprised to find the 
same mythical legend—that some- 
where in a bank’s make-up is a sort of 
vast absorption chamber into which 
loans which go sour or are not paid 
when due can be “charged off” to 
*“profit and loss,’’ or to some mysterious 
“reserves.” The fact is that the 
reserves must be maintained out of 
earnings. If they are impaired by 
charging bad loans into them, then 
more money must be withheld from 
earnings. Dividends come out of the 
“undivided profits’’ account, which is 
built up from earnings. It all comes 
back to the fact that if the banker 
makes a mistake, loans money which 
does not come back in full with 
interest the loss falls exactly and 
precisely upon the stockholders. 

Banking today, as does politics, deals 
with tremendous aggregates. These 
figures are so big that most people do 
not appreciate how small is the per- 
centage of profit, how narrow the 
margin out of which dividends to 
stockholders may come. It takes the 
most careful economy to preserve it. 

There has been recently a _ tre- 
mendous amount of loose thinking 
and careless talking about banking, 
not only by business men and poli- 
ticians, ecclesiastical economists and 
agitators, but also by people in higher 
places who ought to know better. 
Banks have been spoken of as though 
made of india-rubber and it is sug- 
gested that they could “loosen up,” 
could “‘expand credits,” could reduce 
the face of mortgages, compromise 
with debtors, take a fraction of the 
principal in full settlement of de- 
faulted principal and interest —and 
continue to do business. 

I have referred to the cloud of black- 
winged vultures of whose hovering 
the banker must be everlastingly con- 
scious. There is another bird —a very 
handsome bird indeed, with dazzling 
white plumage and the sweetest song 
you can imagine, who is really a 
greater menace to the bank’s profits 
than the others. That bird is called 
“Optimist.”” I don’t mean members 
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of that very excellent service club; I 
mean the individual to whom every- 
thing is on the up-and-up; all of 
whose horizons are rosy tinted, in 
whose bright lexicon there’s no such 
word as fail. I think this bird actually 
costs the banks more than thieves and 
swindlers, but the only insurance the 
bank has against him is the insurance 
of the glassy eye, the cold silence in 
which the banker lets him talk, the 
constant whisper of caution so that 
the more eloquent and more convincing 
the optimist becomes, the more re- 
luctant the banker is to make the loan. 

Remember, the banker Must make 
loans. His merchandise is CreEpIT, 
and to get earnings he must ExTEND 
credit—bad times as well as good 
times. He must loan it so it will be 
repaid, when due—with the greatest 
possible certainty. Much of this 
money is demand deposits, certain to 
be demanded, and the banker not 
only holds unloaned reserves against 
these withdrawals, but he times his 
loans. Experience has taught him 
what to expect as regards withdrawals 
and he imposes time limits so the 
money will be back in his hands before 
it is called for. When a banker loans 
you money at “thirty days,’’ he 
doesn’t mean “sometime in the near 
future’’ —he means thirty days. 

Success in each line of business calls 
for its respective sacrifices. One of 
the things which the banker has to 
learn to sacrifice is responsiveness — 
“affability.”” Friendship, optimism, 
credulity, benevolence, enthusiasm — 
all these have to be sternly repressed. 
The successful banker has to clothe 
himself with a crust; with some it’s 
gruffness; with some it’s iciness; with 
some it’s “polite conversation.” 


ONE of the sad things about bank- 

ing is that the man who is in 
most desperate need of a bank loan 
to rescue him—that man is least 
entitled to credit. I have known men 
in our bank—men whom I know, 
personally, under the crust or the ice 
to be the gentlest, kindest, most 
generous, most public-spirited of men 
—who had to close their desks and go 
home for the day because circum- 
stances had compelled them to give 
an answer which might mean ruin for 
some old customer or friend. It made 
them sick to do it—but you never 
would have guessed it in the cold 
precision of manner in which they 
announced the decision, masking com- 
passion much as a good physician so 
often has to do. 

As an advertising man, promoter, 
publicist, I have dealt a great deal 
with what we may call the “average 
business man.” I feel that much of 
the misunderstanding of the banker 
by these average men grows out of the 
fact that their minds work generally 
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THE NATIONAL CITY BANK 
OF NEW YORK 
Head Office - 55 WALL STREET - New York 
Condensed Statement of Condition as of September 30, 1936 
INCLUDING DOMESTIC AND FOREIGN BRANCHES 
ASSETS 
Cash and Due from Banks and Bankers..............$ 425,618,074.07 


Gold Bullion Held Abroad or in Transit.............. 39,279,499.94 
United States Government Obligations (Direct or Fully 


UNNI 5, Sits cia ic Sic wrantiawesa oleae eae ey ees 564,098,858.58 
State and Municipal Bonds... . .. . . . 066d vcceces 111,456,907.04 
Other Bonde amd Becwurities. .. 5... vk chr cceeteccen 109,923 ,948.03 


Loans, Discounts and Bankers’ Acceptances........... 548,225,998.43 
Customers’ Liability Account of Acceptances 20,784,372.23 
Stock in Federal Reserve Bank 3,600,000.00 
Ownership of International Banking Corporation....... 8,000,000.00 
eee See Bee ee art rant eee 53,241,946.95 
Items in Transit with Branches 2,318,786.14 


gil RIN Toe ss Sale eae mene ae 48 oan ly goer 4,398,043.48 
A opeineann cee Pea aah rece $1,890,946,434.89 
LIABILITIES 
IIT IIe REIN ID a or ee $1,705,290,380.61 
Liability as Acceptor, Endorser or Maker 
on Acceptances and Bills............. $50,074,492.89 


Less: Own Acceptances in Portfolio... 9,232,735.56 
Reserves for: 

Unearned Discount and Other Unearned Income 

Interest, Taxes, Other Accrued Expenses, etc 


40,841,757.33 





iets 3,893,262.79 
7,379,694.24 





MNMIIIII sacs eo. shea gies atest > ta eee eee ea 1,550,000.00 
ME yoo Ady oo eee os ose cs Sire tein aia ene $77,500,000.00 
RSS SE ROOTES: Haines 42,500,000.00 
See Ee II oie Ss ore Seed aime 11,991,339.92 _131,991,339.92 
OMI 25s 6st Rae eerie hee wv ne sea aes oR $1,890,946,434.89 





Figures of Foreign Branches are as of September 25, 1936. 


United States Government Obligations and other securities carried at 
$113,987,182.79 in the foregoing statement are deposited to secure 
public and trust deposits and for other purposes required by law. 


Member Federal Deposit Insurance Corporation 





CITY BANK FARMERS 
TRUST COMPANY 


Head Office: 22 WILLIAM STREET, NEW YORK 


Condensed Statement of Condition as of September 30, 1936 


ASSETS 
Cain ai Tie ee sj going ok eh taoin evan $32,089,427.71 
ee ne ee 9,176,533.94 
United States Government Obligations (Direct or Fully 














a. Eee ree Saree cee ret 26,562,064.44 
Other Bonds, Mortgages and Securities............... 31,826,926.73 
Stock in Federal Reserve Bank................-0-0-- 600,000.00 
INS inc css Gener sis 50316) x sav oceans 4,465,289.25 
ERS ne See Ee te sea crepe ee ate 2 2,386,788.17 

5.53 sis Fendt Sin een ae cate ee Bie $107,107,030.24 
LIABILITIES 
I 2656. ii Seccvccianaracs Cosh Race ee? Coreen esi Reos $82,137,320.06 
NN x fe. = cakes ce cca acne recevena te aero ince lovee et eae a 1,575,985.16 
EERIE ea ape at Ben ta wee One nt Mae Ma Rie es 10,000,000.00 
RR Ee ee Seria p er PN SP CP rr PR Pry eer ae 10,000,000.00 
RC IN 528 ..c sis axidioin nares Nic racket en peer 3,393,725.02 
SS ae Dae Oe Ny een yee A Ears Oe $107,107,030.24 





United States Government Obligations and other securities carried at 
$1,516,115.58 in the foregoing statement are deposited with public 
authorities for purposes required by law. 


Member Federal Deposit Insurance Corporation 
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Lincoln Bank Tower, Fort Wayne, Ind. 


CENTRAL HEAT CONTROL 
CUTS COAL CONSUMPTION 


Webster Moderator System Saves 
$781 in Lincoln Bank Tower 
During ’35-’36 Season 


Uses “Control - by - the - Weather” 


Fort Wayne, Ind.—The Lincoln Bank 
Tower, equipped when built in 1930 with 
a modern vacuum system of steam heat- 
ing, was further improved during the 
summer of 1935 with a Webster pneu- 
matic-type Moderator System of Central 
Heating Control. 


This improved system reduced coal 
consumption 150 tons during the 1935-36 
heating season, equivalent to a cash sav- 
ing of $781.50. 


During 1935-36, with the Webster Mod- 
erator System, the cost of heating the 
Lincoln Bank Tower was $2,349.71. The 
old system for a comparable number of 
degree days would have required a fuel 
expenditure of $3,131.21. 


The effectiveness of the Webster Con- 
trol is indicated in the following sum- 
mary: 


Lbs. Coal Degree Lbs. Coal 
Fired Days Per D.D. 
1934 - 35 — Before 
Webster Control. .1,073,520 6,046 177 
1935 - 36 —- After 
Webster Control.. 902.000 6,792 132 


Investigation of comparable buildings 
led the management of the Lincoln 
Tower to the conclusion that addition of 
Webster “Control-by-the-Weather,” with 
accurately sized metering orifices and 
convenient manual supply valves, would 
afford increased flexibility and at the 
same time effect a modest saving. 


The results of the first season’s opera- 
tion show the objectives fully achieved. 
Comfort has been increased and wasteful 
window opening reduced to a minimum. 

Schwegman-Witte Co., of Fort Wayne, 
acted as heating contractors. The archi- 
tects of the building, when it was con- 
structed, were Walker and Weeksof Cleve- 
land and A. M. Strauss of Fort Wayne. 


If you are interested in heating new buildings, 
or in improved heating service and lower 
heating cost in your present building, address 
WARREN WEBSTER & CO., Camden, N. J. 


Pioneers of the Vacuum System of Steam Heating 
Branches in 60 principal U. S. Cities — Estab. 1888 
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in approximations. The banker’s mind 
works in exactness. When a banker 
tells a borrower that he wants his 
wife’s signature also on the note he 
means to say, simply and exactly that 
if the borrower doesn’t pay the note 
when due, the bank intends to make 
the wife pay it out of her separate 
estate —otherwise the bank won’t loan 
the money. 

What the borrower tells his wife — 
and he really thinks it’s so—is “This 
is just a formality m/’dear, just to 
comply with one of the new regulations. 
It doesn’t mean a thing.” But the 
banker does mean it, and intends it, 
and if the borrower doesn’t pay he 
collects from the wife. 

Why doesn’t the banker say what 
is in his mind? Because experience — 
the experience of many generations of 
bankers—has taught him that safety 
lies in silence. Let the other fellow 
talk—you listen. Most business men 
are salesmen—they succeed because 
they can talk convincingly. So there 
we are—you and me -—talking away — 
convincing ourselves as we talk how 
good our business is, how valuable our 
property is, how certain it is that the 
corner will rent to a good tenant —and 
there is the banker, saying nothing, 
but mentally coppering every bet — 
supplying chilly accuracy for each of 
your “‘the chances are’ —not thinking 
at all the same things you are think- 
ing, not believing at all many of the 
statements you are making. He has 
to be that way. 

Bankers make mistakes—alas. Er- 
rors in judgment, errors in _ senti- 
ment. They want to help out busi- 
ness; they want to see factories con- 
tinue to carry their pay rolls, they 
want to see important new buildings 
in their community, and besides this 
they need to build up their loans and 
discounts aggregates, and so, they 
too, occasionally, “take a chance” 
and bitterly regret it. 

A good banker isn’t right all the 
time, but he has to feel that he is as 
nearly right as possible. He doesn’t 
consciously depart from his rigid 
standards of safety and responsibility. 


A lawyer can mask his errors in fresh 
technicalities; a doctor’s mistakes are 
suitably interred and friends send 
flowers, a merchant can often cover 
his errors of judgment by a little care- 
ful work on the inventory account — 
but the bankers’ mistakes are always 
in plain sight, standing out on the 
books. 

To the average man, who is only a 
poor blundering sinner, and knows it, 
there is nothing more irritating than 
conscious rectitude. And that is what 
a good banker must have. The 
penalty the banker pays is that con- 
scious rectitude is much more sensitive 
to criticism than the more comfortable 
dectrine that “to err is human.” 

But if the banker wasn’t the way 
bankers are; if the banker didn’t 
think the way bankers think; if the 
banker didn’t act the way good 
bankers act—there wouldn’t be any 
banks, and all this splendid American 
financial and business system of ours 
would fall into confusion and bank- 
ruptcy. 


"THE lines are being drawn more 

and more clearly between that 
system called capitalism, under which 
this country has progressed —the sys- 
tem of greater opportunity to the 
more intelligent, efficient, industrious 
and thrifty—and communism —which 
means an equal denial of opportunity 
to all. The bank is, has been and will 
be the heart of any capitalistic system 
—literally the heart, because money is 
the blood stream of business, and the 
banks draw it in, and pump it out 
again. 

The basis of banking is credit —the 
ability and intention of the debtor to 
pay the debt, with interest for the 
use of the money. That credit princi- 
ple has to stand, and the banker has 
to stand behind it—cold, hard, un- 
bending, but nevertheless human and 
sympathetic with all that is best in 
human aspirations. 

Far better to understand why the 
banker has to be the kind of a man 
he is, than to abuse and deride him 
for being that way. 


A Look at Farm Equipment Paper 


(From page 10) rare occasion of a re- 
possession the dealer goes out and 
gets the machine, thus saving us the 
expense of hiring a truck. 

When a farm equipment note is 
offered to us by one of our regular 
dealers —or, for that matter, by any- 
one else —we look over the purchaser’s 
financial statement, with especial at- 
tention to the live stock. Most of 
our farmers feed cattle, and these 
normally go to market within the 
year. If he is otherwise short of 
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funds, his feeder cash will pay the 
note. If he is broke when the tractor 
or combine note comes due, we can 
get a chattel mortgage on his live 
stock as security for the renewal of 
the note. 

The time of year makes a distinct 
difference in our willingness to take a 
chance. Our usual rule is not to 
take an equipment note if a chattel 
mortgage is outstanding against the 
farmer’s other belongings or his crop. 
But if the crop is pretty well set, if 
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we can see that he is likely to make a 
good crop and get enough money to 
clear up all of his obligations, we are 
likely to take the equipment paper. 

In other words, when we buy a 
note with a year or even two years to 
run —many large pieces of equipment 
are sold with two annual payments 
beyond the down payment —we must 
be very sure of the credit. When the 
note has only two or three months to 
run, with all prospects bright, we 
liberalize our ideas rather than turn 
down good business. 

The net result of our policies is that 
since 1929 we have not repossessed a 
new tractor. During this time we 
have taken back three or four used 
tractors, but we accept used tractor 
paper only with the dealer’s guaranty 
and also only if there is a substantial 
down payment on the sale. In each 
instance the dealer went out and got 
the tractor, brought it back, recondi- 
tioned it, and sold it within three 
weeks for enough to cover our unpaid 
balance. So you see we can point to 
this business as practically without loss. 

Farm equipment paper is an excel- 
lent type of asset. It is rediscountable 
at the Federal Reserve Bank if it has 
no more than nine months to go to 
maturity, and at any time except 
immediately after harvest—when we 
have a minimum of this paper in our 
cases —the proportion of it with ma- 
turity above nine months is small. 


IN talking with bankers, I have 

found a widespread impression that 
examiners frown upon this type of 
paper. We have had experience with 
examiners who questioned it simply 
because it was unfamiliar —they knew 
cow paper as good, but they were not 
so sure about tractor and combine 
paper. It is easy to convince a new 
examiner that this is good paper, and 
every national crew which has ex- 
amined us has o.k.’d our farm equip- 
ment paper. Naturally, if long over- 
due it is open to criticism. 

We keep on top of the collections by 
a simple routine. We send out a notice 
a month ahead of maturity, a second 
notice the day after maturity. Rarely 
is the second notice necessary. Most 
farmers come in and pay on the due 
date or a few days ahead of time. 
Most of the others write or telephone 
that they are in the middle of com- 
bining or some other hurry-up harvest 
task, and say they will come in as 
soon as they get a breathing spell, 
which suits us perfectly well. Those 
few who do not respect the second 
notice we get at by notifying the 
dealers who sold us the paper. The 
dealer, for his own record, gets on the 
delinquent’s neck and rides him until 
he pays up. But as a class these are 
prompt payers in our bank. 

We have obtained many good farmer 

















SCHOOL SAVINGS SYSTEM 
In Successful Operation for 16 Years 


Our Pass Book System installed and 
operated in schools and banks by us 
in every size and kind of community, 
including all supplies and all service at 
very reasonable cost to banks. 


Our plan is attractive to teachers and 
students. It is simple of operation both 
in schools and banks and has been ap- 
proved by well known bankers and 
educators. The stimulation of personal 
interest in the growth of accounts and 
keeping the system in a healthy condition 
is produced by methods that are dis- 
tinctive of our plan. 


Additional information without obligation upon request 


STANDARD SAVINGS SERVICE, Inc. 


107 Sixth St., Pittsburgh, Pa. 
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RESOURCES 
CASH AND DUE FROM BANKS .. . s « 6 6 « 6 COR BTEG0SS5 
U. S GOVERNMENT OBLIGATIONS, DIRECT AND FULLY 
GUARANTEED. . . SOIR meet, Wart ste 765,601,423.48 
STATE AND MUNICIPAL Sevens Sct. itn Pa deem te ie ok 92,284,190.54 
OTHER BONDS AND SECURITIES . . . pare na he 182,358,460.75 
Loans, DIscoOUNTS AND BANKERS’ herenenens er oir Me 661,968,786.91 
MOR RT EEUU 8s ce a se vel, AE ee ee 37,796,134.61 
tee eeeat: BSPATE wg co is we Ae ss eS ARR 4,184,996.72 
MortTGaGEs ye ontn te ‘ ND eee te ok ee ee 9,310,861.59 
CUSTOMERS’ ACCEPTANCE ‘Lamers Ae, Ke Se gh Mon i 14,835,804.61 
Cirermeereeee. kk se) Bs Bs en etn Se es 38,218,048.83 
$2,568,430,311.49 
LIABILITIES 
CAPITAL FuNpDs: 
Common Stock ...... . ._ . $100,270,000.00 
SURPLUS ..... oe ow « « « «© SOO 27O0eRGO 
UNDIVIDED nn _ * © & «ow «  ©6©6(SS ar acae 
$ 221,503,373.00 
RESenve FOR CONTINGENCIES «. . . . 2 2 ss « © @ 12,544,319.82 
RESERVE FOR TAXES, INTEREST, ETC... . ...... 1,060,559.34 
DEPOSITS ... wo we ws awe ee wo Cees 
ACCEPTANCES Queene ae ae? % 16,825,585.31 
LIABILITY AS ENDORSER ON Motiaiaseets AND Peemsen BILLs 6,981,785.49 
CUSTER: SHAGUIIINS. . 6 8 ee Oe 18,625,833.26 





$2,568,430,311.49 








United States Government and other securities carried at $97,141,921.44 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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FEDERAL INTERMEDIATE 
* CREDIT BANK * 


CONSOLIDATED DEBENTURES 


Exempt from Federal, State, Municipal 
and Local Taxes 


Authorized by an Act of Congress approved 
March 4,1923 As A ded 














Consolidated debentures are the 
joint and several obligation of 
the twelve Federal Intermediate 
Credit Banks. 

Eligible up to six months’ ma- 
turity for purchase by the Federal 
Reserve Banks and are acceptable 
as collateral security for fifteen 
day loans to member banks of 
the Federal Reserve System. 
Consolidated debentures are legal 
for investment by savings banks 
in the State of New York. 


Eligible as security for all fidu- 
ciary, trust, and public funds held 
under the authority or control 
of officers of the United States. 
These debentures have been ap- 
proved as security for deposits 
of postal savings funds. 


* Further information and circulars can 
be obtained through your dealer or 





CHARLES R. DUNN 
FISCAL AGENT 
For the Federal Intermediate Credit Banks 
New York City 


31 Nassau Street . 


























There’s A Little 
Sheep In The 
Best Of Us 


The lamb has always been 
the symbol of something in- 
tended to provide chops for 
the carnivorous. Maturing 
as a sheep, the lamb becomes 
something tobe shorn. Most 
human beings are sheep in 
the sense that they can easily 
be shorn of their property by 
fire, windstorm and numer- 
ous other hazards. Stock fire 


insurance can indemnify an 
owner for such losses. When we say 
stock we don’t mean livestock, we 
mean capital stock--the kind of 
stock you have your money invested 
in and the kind of insurance you 
should purchase to protect yourself. 
Ask us any question you want about 
Property Damage Insurance and we'll 
try to answer it. Write. 





SINCE 1854 


THE PHOENIX 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 
Cash Capital, ee $6,000,000.00 
Surplus to Policyholders, $30,839,324.64 
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depositors, and a few excellent dealer 
customers, as a result of this service. 
The farmer who gets the habit of 
dealing with us on his tractor note is 
likely to come in after he gets it paid, 
open an account, and along toward the 
end of the crop year make a crop loan 
with us. It happens that in our town 
we need a lot of cash to move the 
crops, and since the farmers’ deposits 
hit their peak at this very time, they 
are unusually valuable to us. A good 
many farmers of more than ordinary 
prudence will buy a tractor or a com- 
bine on credit rather than deplete 
their cash reserves, and these thrifty 
fellows carry substantial balances. 

All told, our farm equipment loans 


are most satisfactory —and, after our 
smaller volume of automobile paper, 
the most profitable—earning assets 
in our institution. I can see no reason 
why the same should not be true for 
any country banker who, like our- 
selves, is in a region where major 
pieces of farm equipment are needed. 
The banker needs profitable loans. 
The implement dealer needs financing. 
The implement manufacturer prefers 
to let the local banker do it. If the 
banker knows his business, his people, 
and his surrounding farms, and will 
observe the simple precautions out- 
lined here, I see no reason why he 
should find this type of business less 
desirable than we find it. 


The Why and How of Banking Costs 


(From page 17) department’s postage was 
listed in its direct expense. Incidentally, 
rather than go to a great deal of work 
and cost in arriving at exact expendi- 
tures for postage, we charge this to each 
department at two cents per letter, ex- 
cepting only those departments which 
use on the average much heavier post- 
age, such as the country bank depart- 
ment, bond shipments, and the like, and 
which we accordingly charge for their 
exact postage used. Any excess of 
actual postage expense over this arbi- 
trary charge of two cents per letter is 
prorated among all postage-using de- 
partments (except those which pay 
their actual expense) in proportion to 
their share of the theoretical cost. 

The cost of the mail department 
is, therefore, its total operating ex- 
pense exclusive of postage. The book- 
keeping department is a light user of 
postage, and in 1935 used only 1.02 
per cent of the bank’s total postage 
bill. Therefore, 1.02 per cent applied 
to the total mail department expense 
of $4,438.06 resulted in a charge for 
mail department service of $45.27. 


MUELTIGRAPH department does 

not mean exactly what it sounds 
like. This department, to be sure, 
does the multigraphing. But also it 
operates the stockroom, and hands out 
supplies as these are needed by 
operating and other departments. One 
of the questions most frequently asked 
after I get through telling a group of 
bankers about our cost accounting is, 
“Yes, but how do you allocate all of 
the miscellaneous small supply costs, 
such as pins, clips, pencils, scratch 
pads, and the like?” The individual 
who asks this question usually expects 
me to answer that we charge these out 
to the departments as used. Actually, 
we do nothing of the sort. For ex- 
ample, our bank uses about $50 worth 
of pins per year. If we undertook to 
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charge these out at the cost to us 
per one-pound box, our bookkeepers 
would each evening have tall stacks 
of tickets to enter, and the total 
represented in the entire stack would 
be nothing worth the effort. It would 
be like sending a dollar to catch a 
dime. So we do not do it. 

All miscellaneous small supplies are 
charged to the “supplies”? expense of 
the multigraphing department. It is 
in this respect a catchall. But the 
multigraph department also has a 
source of income. Here are over- 
printed all checks for customers, which 
by law we must charge the customer 
for printing. Therefore, all revenue 
received from customers for over- 
printing checks, instead of being 
credited to service charges or some 
other form of miscellaneous income, 
is credited to the multigraphing de- 
partment’s supply account. The total 
expense of the department is prorated 
as follows. The total number of 
printing hours in the department in 
1935 was 2,045. Of this total 731 
hours were spent on check overprint- 
ing, and 1,314 servicing bank depart- 
ments. After crediting to the depart- 
ment all revenue from check over- 
printing, its total expense was $3,922.- 
85, which figures out at $2.99 per 
hours of servicing bank departments. 
The multigraphing department keeps 
track, of course, of the time spent on 
each department. Bookkeeping re- 
quired ninety-three hours, at $2.99 
worth $277.64. 

Stenographic service is arrived at 
by a simple method. We do not have 
a central stenographic department, 
but most of our stenographers serve 
more than one man or one department. 
All expenses arising from stenographic 
work are charged to this service de- 
partment. During 1935 nine stenog- 
raphers created a total expense of 
$14,339.27, an average of $1,593.25 per 
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stenographer. Bookkeeping uses half 
the time of one stenographer, which 
is $796.62. 

In the monthly report of the depart- 
ment, you no doubt observed a head- 
ing marked Telephone. This is the 
direct telephone expense of the depart- 
ment, and does not include service 
rendered to bookkeeping by the tele- 
phone department, which includes the 
operators, rent, and so forth. The 
expense of the telephone department 
is prorated to other departments 
according to the direct telephone 
expense of each to the total direct 
telephone expense of the bank. Book- 
keeping caused 1.82 per cent of the 
direct telephone expense, therefore 
it pays 1.82 per cent of the telephone 
department’s total operating expense 
of $3,540.86, or a charge of $64.44. 

There are other service departments 
which do not happen to serve book- 
keeping. These include bank cars, 
divided according to actual mileage 
used by each department; page service, 
divided according to the number of 
pages used in a department; securities 
vault, based upon space used and share 
of the custodian’s time required by 
each department. 

We have now seen in detail how 
the total operating expense of book- 
keeping, a typical operating depart- 
ment, is arrived at. To repeat, the 
total operating expense of bookkeeping 
in 1935 was $40,299.55. The total 
number of items handled in the book- 
keeping department during the year 
was 3,649,276, composed as follows: 





Sn ee we 542,655 
.  * eee 3,059,056 
Cash Collections (returned checks) . . 47,565 

Total Items Handled ...... 3,649,276 


I KNOW of extremely competent 

operating cost men who make time 
studies of all operations of every 
department such as this, to arrive at 
stop-watch accuracy on the item cost 
of each kind. While we do something 
like this in a few operations where 
there is a wide variation (for example 
we count one child’s penny bank 
deposit as four times the cost of an 
ordinary savings deposit) in most 
places we do not do this because it 
seems to us that the difference in cost 
involved in the different types of 
items is so slight as to have an effect 
upon final figures not worth the cost 
of ferreting out by time study. For 
instance, we consider that it takes 
about the same amount of time in 
the bookkeeping department to handle 
a deposit as it does a check. Therefore 
we simply divide the total number of 
items handled into the total operating 
expense of the bookkeeping depart- 
ment. This yields a per item cost of 
011043 for the year 1935. Multiply- 
ing this per item cost by the number 
of items in each of the three classes, 
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Use ADVERTISING That People Like to See ! 





“TRU-TU-LIFE Displays 


for Window or Lobby 
A New One Every Two Weeks ! 


Feature ANY Banking Service: 


—Commercial Loans 
— Real Estate Loans 
—Trust Service 
—Travel Service 
—Checking Accounts 
—Savings Accounts 


e DISTINCTIVE 
e ATTENTION-COMPELLING 
e BUSINESS-BUILDING 


They make YOUR BANK a place 
of Continuous Interest 


Address: 





ADVERTISING DISPLAYS, INC. 


12th and Banklick Streets, COVINGTON, KY. 





Modern Treatment—Ivory and 
Chrome Design Front 


NOT a poster—Real Figures ! 


Real Furnishings! Stage Lighting! 





























Above: Filing and finding are 
hard work with this one rod 
file. ... contents of drawer 
receive hard use and abuse. 


Modernize your office-—it pays. 











Tri-Guard guides slide on three rod 
which act as a ‘‘sway-check’”’ and 
keep contentsin an upright position. 


Speed Up Filing and Finding With 
Modern Tri-Guard Files 


Enjoy the advantages of modern Globe-Wernicke Tri-Guard files, which 
include quick filing, fast finding, greater visibility, more efficiency 
with less work, and a considerable saving of time and money. 


The Globe-Wernicke dealer in your 
city will be glad to demonstrate Tri-Guard files without cost or obliga- 
tion, or send for a copy of “The Outstanding Filing Developments In Years.”’ 


THE GLOBE - WERNICKE CO.... CINCINNATI, O. 








Above: In Tri-Guard files, 
indexing is always visible... 
letters are easily found or 
filed... guides support, as 
well as index, contents of 
drawer. 
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we arrive at a total distribution of the 
bookkeeping department’s 1935 cost: 


“Sn Us Depots . 2. 6 Swe $ 5,992.63 
“US CHMES. 5 8 kc le 33,781.65 
Comrcousees ww 525.27 

SR Ae tamer: Men Lope $40,299.55 


The above amounts are now ready 
to take their place in the computation 
of the bank’s deposit costs. Explana- 
tion of the subsequent steps will have 
to be postponed to a future article. 
However, let us look back upon the 
ground already covered to see what 
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CASHIERS! 
AUDITORS! 
ATTENTION! 


Bind your valuable bank records 
securely on your own premises such 
as Teller Sheets; Bank Drafts; 
Customers Statements; Registers; 
Scratcher and Clearing House 
Sheets; Individual, Savings, Gen- 
eral, and Liability Ledgers; Col- 
lateral Registers and all other bank 
records; permanently bound in a 
few minutes time. 


Save over 50% binder cost by 
adopting the Joyce Loose Leaf 
Flexible Spring Post Self Binder 
which can also be used as a daily or 
current binder. It is made to fit any 
size sheet, form, or punchings. 


Special Trial Offer: Sen4 4s sample 


sheet showing 
size of holes and 
unchings and we'll make up a sample 
inder for trial use in your Bank. Or write 
today for illustrated folder ‘‘Cutting 
Binder Costs 50%.”’ 


PEGA, 


‘And It Always Opens Flat’’ 











The Edward J. Joyce Filing Co. 


CHICAGO 


VASHINGTON STREFT 

















There’s only one San Francisco 


and only one Palace Hotel 


Nowhere else is a great hotel 
quite so truly the hub ofagreat 
city! In SAN FRANCISCO, 
business, theatres, smart 
shops, finance and industry 
are grouped around The 
Palace Hotel—and within this 
hotel covering 2 acres, you'll 
find unusual courtesy, thought- 
fulness, comfort and fine food. 


600 rooms, each wiih bath 
from $3 per day (single) up. 


Che 
PALACE HOTEL 


"In the Heart of San Francisco” 


Archibald H. Price, Manager 
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we have done to reach our ultimate 
goal of an accurate set of costs. 

The explanation in this article has 
necessarily been very detailed so that 
the reader can by careful study of the 
text and the forms know precisely 
how we do the job. This detailed 
description, along with the side-excur- 
sions it has necessitated, makes a 
formidable bit of reading. I recognize 
this, and wish it might have been 
simplified. But I also know, from 
talking to bankers about our system, 
that anything less than a complete 
explanation leaves them _ confused. 
And I do not think that anyone need 
be confused who will read the above 
explanation and keep pace on the 
reproduced forms. 

Actually the job is simple in practice. 
It is nowhere nearly so difficult as 
the explanation may make it appear. 
Nor is it something which applies only 
to a comparatively large bank in a 
large city. This assertion is made not 
out of faith but out of experience. 
One of our younger men was hired a 
while back by one of our correspondent 
banks in a small town some distance 
from Oklahoma City. This bank has 
deposits of approximately $1,000,000. 
The newcomer adapted our forms to 
the smaller institution, set up a 
system identical in every essential 
respect with ours, and after it had 
been working for a while took the 
figures to his new boss. The president 
of that institution is no theorist, he is 
the kind of a man who has grown up 
with the institution and knows every 
farmer in the county by his first name, 


likewise the names of all the children. 
The younger officer was just a little 
worried lest he be rebuked for doing 
this job. The president merely said, 
“Let me take these home and look 
them over.” Next morning when he 
came in he said, “That’s the best 
thing that has happened to this bank 
in years. Those figures are just ex- 
actly what I have needed and wanted. 
I hope they won’t cost us any increase 
in expense, but I want them kept up 
even if they do cost.” Since then a 
good many months have passed. The 
system is still working. And last 
time the president of that bank was 
in town he dropped by to tell me— 
with some wonderment still observable 
in his manner that such things could 
be-—that he finds the figures more 
useful every day, and they have 
greatly assisted in cutting operating 
costs for him. 

This experience of his exactly paral- 
lels ours. We find the facts continu- 
ously more useful as we learn how to 
interpret them and how to use them 
more intelligently. And if you are 
interested in their effect on costs — 
since our bank’s peak month, which is 
just about when we adopted the 
system, our percentage reduction in 
number of persons employed is 24 per 
cent, and in pay roll dollars 44 per 
cent. I think almost any bank would 
be willing to adopt a method which 
will help in that direction! 


(In an early issue Mr. Barnhart will continue the 
explanation of his bank’s cost accounting, and will give 
further results already obtained through its use.— 
Tue Eptror.) 


Court Decisions 


(From page 21) to go through with the 
agreement, because there was, actually, 
a cloud on the bank’s title. The court 
pointed out that a buyer cannot be 
forced to accept title to real estate which 
he has contracted to buy unless it ap- 
pears beyond a reasonable doubt that 
the title is good and will not expose 
the buyer to litigation. 

For banks engaged in real estate 
transactions this case is a reminder of 
two important principles: 

1. That a foreclosure proceeding 
must be conducted with the utmost 
care and in strict compliance with the 
law of the state in which the real 
estate is located; 

2. That it is hazardous to negotiate 
to sell a piece of real estate unless the 
bank is absolutely sure of the validity 
of its title. Not only is the buyer able 
to refuse to go through with the deal, 


| if the title is in any way defective, but 
| if he has expended money in reliance 


upon the bank’s ability to make good 
title, there is the possibility of his 
attempting to recover damages from 
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the bank. (Bank of Montclair vs. 
Mallas, 186 Atlantic Reporter, 694.) 


Trustee Liability 


Banks appointed trustees in cor- 
porate reorganizations under Section 
77B of the Bankruptcy Act or function- 
ing as receivers or trustees in the 
operation of a business under any other 
judicial proceeding, are warned by a 
recent decision in a Federal court case 
in Minnesota that these fiduciary 
functions involve liabilities not always 
anticipated when the trust is under- 
taken. 

In the Minnesota case the Federal 
court had appointed trustees to operate 
a railroad in reorganization under 
Section 77 of the Bankruptcy Act. 
While the trustees were operating the 
railroad, an employee was injured. 
Subsequently, the injured man sued 
the railroad company and the trustees 
as co-defendants. 

The railroad company defended on 
the ground that the company was not 
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liable for injuries caused by the 
negligent’ operation of the railroad by 
the trustees, and this contention was 
sustained by the court. The case 
then proceeded as a suit between the 
injured man and the trustees alone. 
(Detwiler vs. Chicago, Rock Island 
and Pacific Railway Company, 15 
Federal Supplement, 541.) 


Valid Consideration 


A bank sued a debtor and en- 
deavored to collect the money out of 
a house which the debtor had owned 
but transferred to a third party. The 
bank contended that the conveyance 
was without consideration and was 
made solely for the purpose of defraud- 
ing the debtor’s creditors. 

It appeared that the debtor con- 
veyed the property on an agreement 
that the grantee would from the date 
of the conveyance to the death of the 
debtor, take care of, support and 
provide for her. It was urged that 
this was a valuable consideration and 
not done to hinder or defraud creditors. 

Reviewing this contention, the 
Georgia court held that a conveyance 
of property for the sole consideration 
of a promise to provide for and furnish 
to the grantor for the remainder of her 
life, the necessities of life, such as 
lodging, food, clothing and medical 
expenses, is not a voluntary convey- 
ance, but is one for a valuable con- 
sideration. 

Under this ruling, the bank was 
unable to recover its money out of 
the real estate thus conveyed by the 
debtor. (Ayer vs. First National 
Bank, 187 Southeastern Reporter, 27.) 


Negotiated Note 


What is the legal position of a bank 
which discounts a note for the payee 
who has endorsed it, where it turns 
out that the payee still owes a balance 
to the maker on account of the note? 

A case involving such a situation 
was recently adjudicated by the Su- 
preme Court of Washington. The 
maker delivered his note to the payee 
upon receiving part of the money, 
and on the understanding that the 
payee was to pay the balance of the 
money to him at a later date. Before 
maturity and without paying the 
balance to the maker, the payee 
negotiated the note to a third party, 
who paid him value for it. 

The note being unpaid at maturity, 
the third party sued the maker for the 
full amount of the note. The maker 
set up the defense that the payee had 
never paid the balance owing to the 
maker on the note in accordance with 
the original understanding between 
the maker and the payee. At the 
trial, it developed that the third party 
to whom the payee had negotiated 


















































COLLECTIONS, CREDIT INFORMATION 
CORRESPONDENT SERVICE 





in Canada and Foreign Countries 


Through its wide branch system in Canada, Latin 
America and overseas, The Royal Bank of Canada is in a 
particularly favorable position to serve the needs of 
American banks in the conduct of their foreign business. 


Over 600 branches in Canada, 72 offices in Cuba, Puerto Rico, British and French 
West Indies, Central and South America; branches in London, Paris, Barcelona.. 


We invite new business 


rue ROYAL BANK 


OF CANADA 
Head Office, Montreal, Canada 
New York Agency, 68 William Street 





























































































































NATIONAL BANK OF DETROIT 


DETROIT, MICHIGAN 


ESTABLISHED MARCH 24, 1933 } RESOURCES EXCEED $375,000,000 


Member Federal Deposit Insurance Corporation 














“EASY SNAP” Collapsible Storage File 


120 Stock Sines Box now made in 
two styles 


STYLE (C) OPEN LID 
(Corrugated Board) 










STYLE (SD) SLIDING DRAWER 
Metal Front—corrugated board 
box. With automatic stackers 
for front and back, insuring no 


tipping or slipping. Genuine ;, ‘ 
folding box—not a tube. it Seek - 


STRAYER COIN BAG CO. (#:2* Ppl") New Brighton, Pa. 











the note, had no notice or knowledge 
of this unpaid balance owing to the was negotiated,” 
maker by the payee. 


“The third party to whom the note 
the court ruled, 
“had no notice of the balance owing 
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YELLOW TRUCK 
4+ WHITE MTRS. 
which would you buy 


The real situation 
for investors is none too obvious. 
What WOULD you do? One of 
these stocks has an ‘Index of 
Gain Power’’ registered at .0116, 
the other .1195d. Some day one 
will far outstrip the other because 
of this difference . . . and for no 
other reason. Canny investors will 
get our comparison now, with the 
interpretation of the ‘‘Index’’ for 
these issues and its revealing in- 
cisiveness. FREE to readers of 
this advertisement — write to 
Dept. 180AE TODAY. 


TILLMANSURVEY 
VW VRE s 


Metered Check Accounts 





A brochure analyzing and 
describing Metered Check 
accounts is available to 
banks interested in this 
new, practical and profit- 
able type of business. 





Write for your copy. 


ETERED 
CHECK SYSTEM, 


200 Fifth Avenue, New York 
Tel. Stuyvesant 9-6712 
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Burroughs 
Clearing House 


will carry your Advertising 
Message into every bank in 
the United States and Canada 
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to the maker. He took the note before 
maturity and for value. It is negotia- 
ble in form and fair upon its face.” 
This case, of course, illustrates that 
such a defense could not be interposed 
against the claim of a holder in due 
course. However, in a case like the 


one described, the result might be 
different if the maker could show that 
at the time the third party took the 
note, he had knowledge or notice that 
there was still a balance owing on it to 
the maker. (Harder vs. McKinney, 
60 Pacific Reporter, Second Series, 84.) 


Washington 


(From page 13) 34 per cent in recordings 
by private lenders, as land values im- 
proved. The sharp decline in volume 
of loans by the Federal agencies since 
1934 has resulted in a net decrease of 
63 per cent in the total amount of 
farm mortgages recorded. 

Of the private lenders, commercial 
banks have shown the largest increase 
in amount of farm mortgages recorded 
since 1934. Recordings by these 
institutions increased from $47,900,000 
in the first five months of 1934 to 
$79,200,000 in the corresponding period 
of 1936, or 65 per cent. The largest 
relative gain was shown by the 
recordings of insurance companies 
which increased 160 per cent or from 
$18,000,000 to $46,800,000. Record- 
ings by individual lenders increased 
only 17 per cent during the two-year 
period but constituted a larger propor- 
tion of the total than those by any 
other type of private lenders. During 
the first five months of 1936, record- 
ings by individuals exceeded the total 
of Federal Land Bank and Land Bank 


Commissioner loans closed by nearly 
$14,000,000 and represented 42 per 
cent of all mortgages recorded by 
private lenders. 


Federal Credit Unions 


Federal credit unions are experienc- 
ing a remarkably rapid growth. There 
are now around 1,700 of these co- 
operative small loan organizations 
chartered by the Federal Government, 
and the number increases by 50 or 
100 every month. In addition there 
are more than 3,500 state-chartered 
credit unions, for the movement has 
been going on since 1909 and 41 states 
have special incorporation laws. In 
1934 Congress provided for Federal 
incorporation and placed the Farm 
Credit Administration in charge of 
the program. 

A credit union, whether state or 
federal, is entirely co-operative, deal- 
ing only with its own members all of 
whom must have a common bond, 
usually that of employment. 


Banking Aboard the Atlantic Liners 


(From page 20) provide financial facilities 
for passengers through the Purser’s 
Department. The service on the Nor- 
mandie, of the French Line, the rival 
of the Queen Mary in the varied 
speed records, has fiscal facilities 
organized by the Purser. Besides cash- 
ing travelers checks, he is authorized 
to issue them, as an agent of the 
American Express Company. Similar 


| arrangements are made on the Ham- 


burg-American-North German Lloyd 
Lines; that of the Europa having 
special features. 




















theatre, shopping, business district. 





IN SAINT LOUIS 


50% of all rooms rent for $3.50 or 
less, single; $5.00 or less, double. 3 
air-conditioned restaurants. Garage 
Service. Located center downtown 
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American steamship companies give 
the purser certain functions regarding 
money in his dealing with passengers. 
Some of those officers conduct foreign 
exchange business on their own ac- 
counts. When the old Leviathan was 
in commission under the “Stars and 
Stripes,’ the Farmers Loan and Trust 
Company conducted a branch aboard 
her for the accommodation of pas- 
sengers. It is reported that a new 
Leviathan is to be built. If so, it is 
probable it will have a branch of a 
leading American bank. 

On board all passenger vessels, the 
purser is an important officer, even 
though a branch bank has relieved 
him of some of his financial duties. 
None of the sea branches, as yet, for 
instance has safe deposit boxes for 
the care of jewels and other valuables. 
These are given to the purser for 
keeping in his strong box, as they 
would be in a hotel ashore. The 
modern steamship is a buoyant cara- 
vansary and in some respects follows 
land traditions. 

Taken all in all, the traveler on the 
high seas does not lack for conveniences 
in the care of his money. 
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SPEED. .with fewer motions 


This new high-speed Burroughs is a 
remarkable development in bank 
posting equipment. 

Its new features ... many of them 
automatic ... provide a fast, simple 
operation and permit the posting of 
uncollected funds information on 
the ledger and a complete analysis 
record on the statement while han- 
Call 
the nearest Burroughs office for com- 


dling commercial accounts. 


plete details or descriptive folder. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


Adding + Accounting «+ Billing and Calculating Machines 
Cash Registers + Typewriters « Posture Chairs « Supplies 
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DEFINITELY 
MEETS 
TODAY’S NEEDS 

IN 
BANK ACCOUNTING 


AUTOMATIC PRINTING OF BALANCES 


All balances, except overdrafts, print auto- 
matically. No motor bar or total key 
depressions required. 


AUTOMATIC COUNT OF CHECKS 








The number of checks paid is counted auto- 
matically and progressively as part of the 
posting operation. 


VISIBLE ALIGNMENT 


The entire previous line, fully visible, is a 
positive guide to perfect alignment. 


AUTOMATIC CLOSING OF CARRIAGE 


The first depression of the motor bar closes 


the carriage and prints the old balance. 


FAST CARRIAGE MOVEMENT 


Fast tabulation, fast carriage return, fast 
carriage opening ... all automatic ... 
greatly increase posting speed. 


INSTANT CHANGE IN OPERATION 


Instant adjustment for posting analysis 
data to statement or uncollected funds to 
ledger simply by moving a convenient lever. 
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One Minute 


WITH THE WORLD'S GREAT 


AT THE NATION'S CAPITAL 


MARK TWAIN 


AMUEL CLEMENS 
visited frequently at 
the Witard, where on 
one occasion he met Dr. 
Mary Walker who wore 
pants by special Congressional grant. 


“Get that woman out of here!” shout- 
ed Mark. 


He often spoke warmly of the Willard. 


MODERN MINUTES 
AT THE MODERN WILLARD 





Celebrities choose wisely because they travel 
widely—you can rely on their judgment in 
choosing the Willard. Centrally ae the 
Willard meets the modern needs of today's 
guest who expects extraordinary ptineleen 
pom at so celebrated a 
tel. 


Single Rooms 
with Bath $4 up 

Double Rooms 

with Bath $6 up 








RNG 


eames | SAF 


WILLARD HOTEL 


Washington, D. C. 


H. P. Somerville 


Managing Director 














.- « « itis only natural that they should 
prefer the Parker House, for this famous 
hostelry provides them not only with 
comfortable accommodations and good 
food, but also with an excellent address 
and utmost convenience to those 
financial institutions with which most 
of their business is transacted. 


The smooth, efficient service of the 
Parker House meets their exacting de- 
mands; and the impressive atmos- 
phere heightens their sense of well- 
being. 


Single rooms with private bath and 
circulating ice-water at $3 and $3.50 


Glenwood J. Sherrard 


President and 
Managing Director 














Canadian Notes and Comment 





MECHANIZED BANKING 


The rapidity with which Canadian 
bank branches are becoming mechan- 
ized indicates that bank executives 
nowadays are alert to changing condi- 
tions and the increased tempo of 
modern business. It is a little be- 
wildering though to veteran officers to 
look around at the complete mechani- 
cal equipment of the present, up-to- 
date Canadian city office. They can 
look back on a period in Canadian 
financial history in which the con- 
servative executives of another bank- 
ing era received mechanical banking 
aids with considerable skepticism. 

Illustrating the prejudice with which 
such equipment was received in the 
old days, historians relate that forty 
years ago, the London members of 
the court of directors supervising the 
affairs of the old Bank of British 
Columbia, received a typed communi- 
cation from their Victoria branch 
which gave them some concern. It 
was not the condition of the loans 
at the far-off British Columbia branch 
that troubled the directors in England 


| but the matter of the purchase of the 


typewriter without reference to the 
governors. The court moved. The 
secretary took his quill in hand and 
advised the manager that if the officer 
who had typed the letter could not 
write a legible hand, he had better 
resign. 


BRANCH STATISTICS 


Has the branch total reached bot- 
tom? This is the question Canadian 
bank officers are asking after viewing 
the decline in the number of branches 
over the past two years. Reflecting 
the changing conditions brought on 
by the depression such as higher cor- 
poration taxes, the limitation of the 
note issue privilege under amendments 
to the bank act, and the effort to 
bring expenses into line with earning 
power, Canadian banks have faced 
the necessity of closing unprofitable 
offices and consolidating others. 

Statistics show that for the eight 
months’ period ending August 31, 
some forty-eight offices were closed 
while in the same period only ten 


| branches were established. Branches 


in Canada at the end of August 
totaled 3,378, the smallest number in 
more than a decade. There has been 
however, a slowing down in the 
figures of late with only four offices 
closed in the two months of July and 
August. In the same two months one 
new branch was established. 
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by G. A. G. 





MINING BRANCHES 


A bright feature of Canadian branch 
bank statistics has been the stability 
of mining offices and an analysis of 
the offices closed in the past two years 
shows few branches eliminated at 
mining centers. On the other hand 
new mining agencies have bulked 
largely in the limited branch exten- 
sion undertaken by the banks in the 
past seven months. Of the ten 
branches opened three were located 
at tourist resorts and are regularly 
established each year during the sum- 
mer season. Four mining agencies 
were opened in the same period while 
three offices were located in the 
Province of Quebec. 


SCHOOL SAVINGS 


There is one branch bank in Ontario 
which can claim 100 per cent support 
at six of its branches and 80 per cent 
at twenty-seven other agencies. This 
institution is the Penny Bank of 
Ontario which is giving the children 
of 497 schools in Ontario their first 
lessons in business and thrift. <A 
recent report issued by this successful 
institution shows deposits of $1,275,198 
at the end of June. A feature of the 
report was that every pupil in attend- 
ance at six schools was a _ regular 
depositor during the months of May 
and June. Twenty-seven other schools 
maintained an average above 80 per 
cent during the same period. 


CLEARING HOUSE ROUND 


Numerous premises at many points 
in Alberta have been examined by pro- 
vincial officials for suitability as state 
credit houses to be established under 
social credit plans . . . The Dominion 
Government has appointed six new 
directors to the Bank of Canada and 
acquired 100,200 Class B shares in 
the final steps to partially nationalize 
the bank Of the forty-eight 
branches discontinued by Canadian 
chartered banks during the eight 
months’ period ending August 31 last, 
eighteen were city suburban offices. . . 
Bank debits for the Dominion in 
August at $2,619,000,000 compare 
with $2,894,000,000 for the previous 
month or a decline of 3 per cent after 
seasonal adjustment Twenty 
applications for foreclosure of mort- 
gages were halted in the Edmonton 
courts to allow study of the new 
Alberta debt legislation extending pro- 
tection to debtors. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
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